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RE: Practice and Procedure Rulemaking
Case No. AD-14-762

Dear Attorney General Stenehjem:

Enclosed please find proposed amendments to the North Dakota Administrative Code by
the North Dakota Public ServiceCommission. In accordancewith N.D.C.C. § 28-32-14, theNorth
Dakota Public Service Commissionrequests your examinationofthese rules as to their legalityso
they may be considered for formal adoption and publication in the North Dakota Administrative
Code.

On January 7, 2015, in Case No. GS-14-761, Case No. AD-14-762, and Case No. GE-14-
763, the Commission adopted an Order Submitting Rules to the Attorney General for the purpose
of submitting several rules changes to the Attorney General for an opinion as to legality. The
Commissioninadvertentlyomitted two proceduralrules changesfrom the actual copiesofthe rules
attached to that order, although they were discussed in the January 7, 2015 order, and included in
all prior stages ofthe proceeding including the notice and hearing stages. These two changes were
to North Dakota Administrative Code section 69-02-04-01, regarding individual customer notice
in utility rate related cases (bill staffers), and section 69-02-04-02, regarding appearances at formal
hearings. Since these two rule changes were inadvertently omitted from the attachment to the
order adopted on January 7, 2015, the two proposed procedural rule changes were similarly
omitted from the package actually submitted to the Attorney General, and consequentlythey were
never approved by the Attomey General.

These two "forgotten" procedural rules are the subject of this filing.

Enclosed for purposes of review is a copy of each of the following:

• The August 17, 2016 Public Service Commission Order Supplementing the January 7,
2015 Order Submitting Rules to the Attomey General (adopted by the Commission to
correct the error and submit the two procedural rules for an opinion as to legality). The
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The proposed rules and the January 7, 2015 Order are attached to the Order and make
a part of the Order. The January 7, 2015 Order includes a discussion of the
Commission's consideration of all comments received;

• The changes to North Dakota Administrative Code section 69-02-04-01 and section
69-02-04-02 as originally proposed. No changes were made to these two rules as a
result of the comment and hearing process.

• Full Notice of Intent to Amend Administrative Rules;
• Abbreviated Notice of Intent to Amend Administrative Rules;
• Affidavit ofPublication from the North Dakota Newspaper Association;
• A copy of one of the actual notices, as published (others are available if you want

them);
• North Dakota Newspaper Association invoice showing the names of the newspapers

in which the abbreviated Notice was published;
• A copy of the cover letter filing the Notice and Administrative Rules with the

Legislative Council, with the filing acknowledgment;
• A statement for each rule case regarding the required regulatory analyses, takings

assessments, and small entity regulatory analyses;
• Testimony from the public hearing and other written comments received; and
• Fiscal Note

Thank you for your consideration of the rules. If you have any questionsplease do not
hesitate to call or email.

Best regards,

Illona A. Jeffcoat-Sac

General Counsel

enclosures



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Public Service Commission Case No. AD-14-762
Practice and Procedure

Rulemaking

ORDER SUPPLEMENTING JANUARY 7, 2016 ORDER
SUBMITTING RULES TO ATTORNEY GENERAL

August 17, 2016

On January 7, 2015, In Case No. GS-14-761, Case No. AD-14-762, and Case
No. GE-14-763, the Commission adopted an Order Submitting Rules to the Attorney
General for the purpose ofsubmitting several rules changes to the Attorney General for
an opinion as to legality.

Although discussed In the January 7, 2015 order, and Included In all prior stages
of the proceeding Including the notice and hearing stages, the Commission
Inadvertently omitted two procedural rules changes from the actual copies of the rules
attached to that order. These two changes were to North Dakota Administrative
Code section 69-02-04-01, regarding Individual customer notice In utility rate related
cases (bill stuffers), and section 69-02-04-02, regarding appearances at formal
hearings. Since these two rule changes were Inadvertently omitted from the attachment
to the order adopted on January 7, 2015, they were similarly omitted from the package
actually submitted to the Attorney General, and consequently they were never approved
by the Attorney General.

Similarly, these two procedural rule changes were not filed with the Legislative
Council nor addressed by the Administrative Rules Committee.

The purpose of this Order Supplementing January 7, 2015 Order Submitting
Rules to Attorney General Is to supplement the January 7, 2015 order to correct the
error and submit the two procedural rules to the Attorney General for an opinion as to
legality.

Order
The Commission orders:

1. The January 7, 2015 Order Submitting Rules to Attorney General be
supplemented by this order.

2. The proposed changes to North Dakota Administrative Code section 69-02-04-01

26 AD-14-762 Filed: 8/17/2016 Pages:3i
OrderSupplementing Jan. 7,2015 OrderSubmitting
Rules to Attorney General
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and North Dakota Administrative Code section 69-02-04-02, attached to this order and
made a part of this order, be submitted to the Attorney General for an opinion as to
legality.

3. The January 7, 2015 Order Submitting Rules to Attorney General, adopted in the
captioned case, as well as Case No. GS-14-761 and Case No. GE-14-763, is also
attached to this order and made a part of this order.

Ranqjr Christmann

Commfssioner

PUBLIC SERVICE COMMISSION

Juljb Fedorchak
Chairman

Case No. AD-14-762
August 17,2016
Order Supplementing January7,2016 Order Submitting Rules to Attorney General
Page 2

Brian P. Kalk

Commissioner



state of North Dakota

Public Service Commission

Public Service Commission Case No. AD-14-762
Practice and Procedure

Rulemaking

69-02-04-01. Notice. In those proceedings in which a hearing is to be

held, the commission will assign a time and place for hearing. Notice of the

hearing must be posted in the office of the commission, and must be served on

the parties and other persons entitled to receive notice at least twenty days prior

to the date set for the hearing except in cases of emergency or as otherwise

provided by law.

In any proceeding, except rulemaking proceedings, involving the rights of

persons who are members of the public generally, notice of hearing must be

given by legal publication in the North Dakota daily newspaper of the affected

area. Notice must be published at least twenty days prior to the date of the

hearing.

An electric, gas, or telecommunications public utility shall provide

individual customer notice as required below by billing insert, newsletter, or other

appropriate method approved by the commission. The notice must indicate the

place and date of the commencement of any hearing, informal hearing, or public

input session that has been ordered by the commission, and that the public is

invited to attend. Subject to the power of the commission to modify its contents

and when applicable, the notice must include a summary sheet describing the

absolute dollar and percentage impact of any proposed rate or price changes by



the various classes of services offered by the utility and must include a list ofthe

utiiity's business office locations where the proposed rate or price schedules and

a comparison of present and proposed rates or prices can be examined by the

public. The notice must also contain in bold type the following statement when

applicable: The rate changes described in this notice have been requested by

(specific utility).

For electric and gas utilities, individual customer notice is required for an

application for approval of a rate increase, purchase or sale, merger, or

acquisition filed by the utility, and applications by the utility for alternative

regulation. For electric and gas utilities, the commission may require the utility to

provide individual customer notice to potentially affected customers in other rate

proceedings, complaint cases, advance determination of prudence cases, and

fuel and purchased gas adjustment proceedings.

For telecommunications utilities, individual customer notice is required for

an application for a certificate of public convenience and necessity resulting from

the sale, merger, or acquisition of an incumbent telecommunications company.

The commission may require a telecommunications utility to provide individual

customer notice to potentially affected customers in complaint cases.

The individual customer notices required by this section are separate from

and in addition to any other customer notices required by law or rule, unless the

commission authorizes the utility to satisfy multiple notice requirements with one

notice.



History: Amended effective October 1, 1980; September 1, 1982; September
1,1992; January 1,2001j .
General Authority: NDCC 28-32-02
Law implemented: NDCC 28-32-05, 28-32-08, 49-01-07

69-02-04-02. Appearances. Each interested party shall enter an

appearance at the beginning of the hearing by giving the party's name and

address and briefly stating the capacity in which the party appears. All

appearances must be noted on the record. The name and position of oach

member of tho commission's staff participating in the hearing or investigation

must be included in the record as an appearance.

History: Amended effective September 1,1992; .
General Authority: NDCC 28-32-02
Law implemented: NDCC 49-01-07



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Public Service Commission
Gas Pipeline Safety
Rulemaking

Public Service Commission
Practice and Procedure
Rulemaking

Public Service Commission
Licensing
Rulemaking

Case No. GS-14-761

Case No. AD-14-762

Case No. GE-14-763

ORDER SUBMITTING RULES TO ATTORNEY GENERAL

January 7,2015

Appearances

Commissioners Julie Fedorchak, Randy Chrlstmann, and Brian P. Kalk

Preliminary Statement

On November 6, 2014 the North Dakota Public Service Commission
(Commission) issued a formal Notice of Proposed Rulemaking and an Abbreviated
Notice in all three captioned cases, proposing to revise several sections of the North
Dakota Administrative Code.

Also on November 6, 2014, a Statement onthe Regulatory Analysis, Small Entity
Analysis and Impact and Takings Assessment was filed in Case No. GS-14-761 and
Case No. AD-14-762.

On November 13, 2014, a Statements on Regulatory Analysis, Small Entity
Regulatory Analysis and Economic Impact, and Takings Assessment was filed in Case
No. GE-14-763.

The Abbreviated Notice was published once in 52 official county newspapers
(covering 53 counties) the week of November 12 through November 17, 2014. The
notices were alsoforwarded to the Legislative Council for publication at least30days in
advance of the hearing.

22 GE-14-763 Filed 01/07/2015 Pages: 26
Order Submitting Rules to the Attorney General
Public Service Commission

16 AD-14-762 Filed01/07/2015 Pages: 26
Order Submitting Rules to the Attorney General
Public Service Commission

16 GS-14-761 Filed 01/07/2015 Pages: 26
Order Submitting Rules to the Attorney General
Public Service Commission



A public hearing was noticed for and held at 1:00 p.m. CST, on December 15,
2014. The hearing was held in the Commission Hearing Room, 12th Floor, State
Capitol, Bismarck, North Dakota.

The Commission allowed, after the conclusion of the rulemaking hearing, a
comment period until December 26, 2014, during which data, views, or oral arguments
concerning the proposed rulemaking could be received by the Commission and made a
part of the rulemaking record to be considered by the Commission.

The rules as originally proposed are summarized as follows:

Case No, GS-14r761

The purpose of this rulemaking is to adopt, by reference in state administrative
rule, the most recent amendments to pipeline safety regulations adopted by the United
States Department of Transportation, Pipeline and Hazardous Materials Safety
Administration (PHMSA).

For gas pipeline safety, this rule change adopts amendments to safety
regulations that have been adopted by PHMSA since June 22, 2011, current to
November 6,2014.

For hazardous liquids pipeline safety, the Public Service Commission currently
has statutory authority concerning pipeline safety but hasn't initiated a safety program
agreement with PHMSA.

Case No. AD-14-762

The proposed procedural rules consist of changes to the procedural rules infour
areas: service of formal complaints; individual customer notice in utility rate related
cases (bill stuffers); appearances at formal hearings, and protection of information.

The existing procedure when serving formal administrative complaints and
notices related to those complaints is being clarified in the proposed rules. One
additional type of utility filing will be included with the existing types of filings for which
individual utility customer notice is required. The requirement that staff who work on
formal cases be noted as making a formal appearance is being deleted. The changes
to the rules regarding when and how the Commission will protect information from
general disclosure are the most comprehensive, but do not materially change the
existing process, except to make protection of certain regularly filed information easier
and less costly for everyone involved.

Case No.GS-14-761, Case No.AD-14-762, and Case No.GE-14-763
January 7,2015
OrderSubmitting Rules to Attorney General
Page 2



Case No. GE-14-763

The proposed rules change the way a warehouse bond is determined, including
requiring additional bond coverage for newer licensees, and those with substantial
annual purchase volume. A reduction is available for a licensee with a shorter scale
ticket conversion policy. The proposed rules also change the way the bond is
determined for a roving grain buyer. The proposed rules also Increase the maximum
bond for all licensees.

Public Hearing and Comment Discussion

Commission staff and others testified at the hearing. In addition, other written
comments were received as discussed below.

Case No. GS-14-761

No comments other than staff testimony Were received and we agree with the
rules as originally proposed.

Case No. AD-.14-762

On December 12, 2014, Otter Tail Power Company submitted written comments
proposing changes to Section 69-02-09-12 and Section 69-02-09-13 to correct minor
errors. One proposed change was to add a new line item (69-02-09-13) to the list of
sections at the beginning of the Chapter, and the other to change a mistyped number in
the new language added to section 69-02-09-12. The language should have referenced
section 13, not section 14. We agree that the corrections noted by Otter Tail Power
Company should be made, and these are incorporated into the rules attached to this
Order.

Staff recommended a change to the originally proposed rule regarding Service of
Formal Complaints (N.D. Admin Code Sections 69-02-02-02 and 69-02-02-03. The rule
as originally proposed calls for both the complaint and notice of hearing to be served at
least 45 days prior to the hearing date. However, upon further review of the standards
set forth in North Dakota Century Code Section 28-32-10, the rule should require that
only the complaint must be served at least 45 days before the hearing date. This
revision would allow the notice to be served with the complaint at least 45 days before
the hearing, or later, so long as it is served as required by law, usually at least 20 days
before the hearing. We agree with the recommendation of Staff and have incorporated
the change into the rules attached to this Order.

No other comments were received.

Case No. GS-14-761. Case No. AD-14-762. and Case No. GE-14-763
January 7,2015
Order Submitting Rules to Attorney General
Page 3



Case No. GE-14-763

Commission staff, North Dakota Corn Growers Association, North Dakota Grain
Dealers Association, U.S. Durum Growers Association, and North Dakota Ethanol
Council testified at the hearing and provided written versions of their testimony. Steve
Strege, a private citizen with over 37 years' experience working for the North Dakota
Grain Dealers Association, also filed written comments.

The North Dakota Corn Growers Association and U.S. Durum Growers
Association were in support of the proposed amendments to the bond rules. The North
Dakota Ethanol Council expressed its neutral position on the proposed amendments.
The North Dakota Grain Dealers Association stated its support of changes that will
promote a strong and healthy industry, but believes the system currently in place works.
The North Dakota Grain Dealers Association suggested keeping the current bands or
brackets in place and raised a concern regarding the increased bonding for joint
ventures between two established companies.

The Commission considered the input and revised the proposed rules to include
bands or brackets, because of the inefficiency and possible expense associated with
changing the bond amount every time there is a change in capacity. The Commission
also considered the concern regarding increased bonding for a new licensee resulting
from a joint venture between two established cornpanies. The Commission determined
there is a risk associated with any new entity and consequently there is justification for
increased bonding in that event.

Having reviewed the proposed rules and based thereon on the testimony
produced at the hearing, the Commission finds good cause for submitting the revised
proposed rules, attached to and made a part of this order, to the Attorney General foran
opinion as to legality.

Order

The Commission orders the proposed changes to the North Dakota
Administrative Code, as attached to and made a part of this order, be submitted to the
Attorney General for an opinion that the rules are approved as to legality.

Ran^ Chrisfmann /I Julieyedorchak Brian P. Kalk
Cdmmissioner y Gnairman Commissioner

PUBLIC SERVICE COMIVIISSION

Case No. GS-14-761, Case No. AD-14-762, and Case No. GE-14-763
January 7,2015
Order Submitting Rules to Attorney General
Page 4



state of North Dakota

Public Service Commission

Public Service Commission Case No. GS-14-761
Gas Pipeiine Safety
Ruiemaking

CHAPTER 69-09-03

GAS PIPELINE SAFETY

Section

69-09-03-01 Safety

69-09-03-02 Adoption of Regulations

69-09-03-01. Safety. Gas pIpellnePlpellne facilities used for the

intrastate distribution and transmission of natural and other gas, iiquefied

natural gas, or hazardous iiauids shall be designed, constructed, and

operated to meet the safety standards set forth in regulations of the United

States department of transportation adopted in section 69-09-03-02. The

commission may require such proof of compliance as it deems necessary.

History: Amended effective July 1,1986; January 1,1988j .
General Authority: NDCC 28-32-02,49-02-04
Law Impiemented: NDCC 49-02-01.2,49-02-04

69-09-03-02. Adoption of reguiations. The following parts of title 49,

Code of Federal Regulations in effect as of June 22.2011 November 6. 2014.

are adopted by reference:

1. Part 190 - Department of Transportation Pipeline Safety

Enforcement Programs and Ruiemaking Procedures.

2. Part 191 - Department of Transportation Regulations for

Transportation of Natural Gas and other gas by

1



Pipeliner. Annual Reports. Incident Reports, and of

4=eaksSafetv-Related Condition Reports.

3. Part 192 - Transportation of Natural and Other Gas by Pipeline:

Minimum Federal Safety Standards.

4. Part 195" Transportation of Hazardous Liquids by Pipeline.

46. Part 199 - Control of Drug Use in Natural Gas, Liquefied Natural

Gas7 and Hazardous Liquids Pipelines Alcohol Testing.

Copies of these regulations may be obtained from:

Public Service Commission

600 East Boulevard, Dept. 408

Bismarck, ND 58505-0480

History: Effective June 1,1984; amended effective July 1,1986; January 1,
1988; March 1,1990; February 1,1992; August 1,1993; August 1,1994;
February 1,1996; July 1,1997; July 1,1998; September 1,1999; August 1,
2000; January 1,2002; November 1,2003; May 1,2005; July 1,2006; April
1, 2008; January 1,2010; April 1,2012; .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 49-02-01.2



state of North Dakota
Public Service Commission

Pubiic Service Commission Case No. AD-14-762
Practice and Procedure

Rulemaking

69-02-02-02. Formal complaints.

1. Compiaints. Complaints may be made by the commission on its own

motion, or by any person. Complaints will be in writing and set forth the act

or omission complained of. If the complaint is against the reasonableness

of any rate or charge of any heat, gas, or electrical public utility, the

commission cannot entertain it unless it is signed by the governing bodyof

the county or city, if any, within which the alleged violation occurred, or by

not less than ten percent of the consumers or purchasers of such heat,

gas, or electrical service.

2. Form and content. A formal complaint must show the venue, "Before the

Public Service Commission of North Dakota" and will contain a heading

showing the name of the complainant and the name of each respondent.

The complaint must include the name, address, and telephone number of

each complainant's attorney, if any. The complaint will be drawn to fully

advise the respondent and the commission of the factual and legal

grounds of the complaint, the injury complained of, and the specific relief

sought.

3. Number of copies. At the time the complaint is filed, the complainant

must also file a copy for each respondent plus seven additional copies.



4. Sufficiency of complaint. Upon the filing of a formal complaint, the

commission will determine whether it states a prima facie case and

conforms to this article. If the complaint does not state a prima facie case

or does not conform to this article, the commission will notify the

complainant and provide the complainant an opportunity to amend within a

specified time. If the complaint is not amended, it will be dismissed. The

filing of an answer is not an admission of the sufficiency of the complaint.

5. Service.

a. If the complaint is sufficient, the commission will serve a copy of the

complaintand the commission's notice on each respondent.

b. The commission will serve the complaint and notice of hearing

personally or by certified mail at least forty-five days before the time

specified for hearing. The complaint must be served at least 45 davs

before the date of the hearing. Service of a complaint and notice of

hearing may be waived, in writing, by the respondent. The parties may

agree upon a time and place for hearing, with the consent of the

commission.

a In case of an emergency the commission may notice a proceeding for

hearing upon its merits upon less than forty-five days' notice. The time

providedfor the respondent's answer must be adjusted accordingly,

d However, Notwithstanding suboaraaraph c. hearings on a renewal,

suspension, or revocation of a license may not be held on less than ten



days' notice, unless a statutespecifically allows or requires suspension

or revocation without a hearing.

History: Amended effective September1,1992; January 1,2001; .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-05,49-01-07

69-02-02-03. Answers.

1. Filing. Answers to complaints must be filed within twenty days after

service of the notice of hearing and complaint.

2. Content. Each answer must contain:

a. The title of the proceeding and docket number;

b. The name and address of each answering party;

c. A specific denial of each material allegation of the complaint which

Is controverted by the respondent;

d. A statement of any new matter which may constitute a defense;

and

e. The name, address, and telephone number of each of the

respondent's attorneys, Ifany.

If the answering party has no Information or belief upon the subject

sufficient to enable the party to answer an allegation of the complaint, the

party may so state Inthe answer and place the denial upon that ground.

3. Service and number of copies. The original answer and seven copies

thereof must be filed with the executive secretary of the commission. The

respondent shall serve a copy of Its answer personally, or by certified mall.



upon each complainant. The respondent shall certify to the commission

that the service has been made.

History: Amended effective September 1,1992; January 1,2001;
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,49-01-07



state of North Dakota

Public Service Commission

Public Service Commission Case No. AD-14-762
Practice and Procedure

Ruiemaking

CHAPTER 69-02-09

TRADE SECRET PROCEDURES FOR PROTECTING INFORMATiON

FROM DISCLOSURE

Section

69-02-09-01 Application to Protect Information

69-02-09-02 Filing of Application

69-02-09-03 Processing the Application

69-02-09-04 Protective Order

69-02-09-05 Request for Hearing - Who May Request - Time -
Burden of Proof

69-02-09-06 Request for Hearing - Contents

69-02-09-07 Viewing Trado Secret Protected Information

69-02-09-08 References to Trade—SeetetProtected Material at
Hearings

69-02-09-09 Protection of Trado SocretProtected Information

69-02-09-10 Copies of Information Used During Hearing

69-02-09-11 Documents Certified on Appeal

69-02-09-12 Disposal of Trade SecretProtected Information

69-02-09-13 Information filed under Sections 69-09-05-12 and 69-09-

05-12.1.

69-02-09-01. Application to protect information. Except as provided

in sections 69-02-09-13. Anan applicant requesting trade secret protection of

information in an administrative proceeding or in a response to a commission

1



request for information shall file an application with the commission. The

application must include at least the following;

1. A general description of the nature of the information sought to
be protected;

2. The specific law or rule on which protection is based;

23. If the basis for protection is that the information is trade secret;

a). An explanation of why the information derives
independent economic value, actual or potential, from
not being generally known to other persons;

3bl. An explanation of why the information is not readily
ascertainable by proper means by other persons;

4cl. A general description of the persons or entities that
would obtain economic value from disclosure or use of
the information;

A specific description of known competitors and
competitors' goods and services that are pertinent to the
tariff or rate filing; and

§e}. A description of the efforts used to maintain the secrecy
of the information.

4. If the basis for protection is a reason other than that the

information is trade secret, the specific basis or bases upon

which the information qualifies for protection.

5. A redacted public version of the information, unless this

requirement is waived bv the commission. The amount

redacted must be as minimal as possible. If it is not possible to

file a redacted public version, a specific written request for

waiver of the requirement and the reasons for requestinq a

waiver must be filed.

2



History: Effective March 1,1994: amended
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-02. Filing of application. The application must be

addressed to and filed with the executive secretary of the commission. The

trade secret protected material filed with the application must be separately

bound and placed In a sealed envelope, or other appropriate, sealed

container, which must be labeled: TRADE SECRETPROTECTED

INFORMATION - PRIVATE. An original and seven copies of the public

portion of the application must be filed unless this requirement Is waived bv

the commlslson. Only one copy of the trade secretorotected material

mustmav be filed.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-03. Processing the application. When an application for

trade secret protection of Information Is filed, the commission staff shall

examine the Information and application^ and makefile and serve a prima

faeleresponse that Includes a recommendation efon whether the Information

qualifies for protection. If the basis for requesting protection Is that the

Information Is trade secret, the staff response must Include a

recommendation on whether the Information Is relevant and a l^trade secret^

under the definition of trade secret In North Dakota Century Code section 47-

25.1-01. The commission will make a determination on the application from



the application and the recommendation and any response received from

those served.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-04. Protective order. Upon a determination that information

qualifies for protection is relevant and trade secret the commission shall

issue a protective order limiting disclosure.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-05. Request for hearing - Who may request - Time -

Burden of proof.

1. Upon a determination that the information is relevant but not

trade socrot or upon a dotermination of irrelovanco.does not

qualify for protection, the applicant will be notified and has

seven days to request a hearing before the commission, or

obtain appropriate injunctive relieffrom the courts. Ifno hearing

is requested or the commission is not othen/vise restrained, the

information will become part of the public record without

protection. The burden of proof in such a hearing is on the party

seeking to prevent disclosure.

2. If any person disagrees with the designation of information as

trade socrotprotected or with its nondisclosure, the person shall

first attempt to informally dispose of the dispute with the party

seeking to prevent disclosure. If the dispute cannot be

4



resolved, any person may request a hearing before the

commission to determine the trade seoretprotected status.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law implemented: NDCC 28-32-06,47-25.1

69-02-09-06. Request for hearing - Contents. A request for hearing

must be in writing. An original and seven copies of the request must be filed

with the executive secretary of the commission. The request must identify the

reason the information should be disclosed, or not considered trade secret

protected. In any hearing the burden of proof is on the party seeking to

prevent disclosure.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-07. Viewing trade socrotprotected information.

1. The commission and its staff, and anv outside counsel retained

bv the commission, may view protected information filed with

the commission at any time. However, the commission and its

staff are bound by the terms of these rules to keep the

information confidentiai and must execute the protective

agreement as reouired in subsection 3. The originator

(applicant for trade socretorotected status) may atee view the

information at anv time without the necessity of executing the

protective agreement reguired in subsection 3.



2. Others who wish to view protected information, including

experts and who are not regular full-time employees of the

commission, and opposing counsel and experts, may do so

only after written authorization from the commission. The

commission may grant authorization when the person wishing

to view the information submits a written request that includes

all of the following:

a. The name and address of the person who will view the
information;

b. Identification, as specifically as possible, of the
information requested;

c. A showing of good cause why the information is needed;

d. Identification of the purpose of the review;

e. Identification of the intended use of the information; and

f. An estimate of the time needed for review.

The requesting person shall file anthe original and seven copies of the

written request with the commission and serve it upon the originator at least

ten days prior to the time the person desires to view the information unless

the originator agrees to a shorter notice period.

3. Any person requesting review of thoreviewina protected

information filed with the commission shall alsG execute a

protective agreement form provided by the commission. A new

protective agreement form must be executed for each work day

in which information is viewed.



4. The commission shall disclose the Information unless:

a). The commission Is prohibited bv law from disclosure

under any circumstances or:

b). theThe originator shows good cause why disclosure

should not be granted.

When disclosed, trado soorotorotected Information may not be removed from

commission offices and must be returned for secure filing prior to the end of

the workday on which the Information was disclosed, and may be used only

for purposes of the proceeding or case.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-08. References to trade seeretprotected

matorlallnformatlon at hearings. To the extent that reference Is made to

any trade seeretprotected Information by a person afforded access to such

Information during any aspect of the proceeding, the Information should be

referenced only by Its title or Its exhibit Identification, or In a manner that does

not unnecessarily disclose the confidential Information. If specific disclosure

of the confidential Information Is necessary during oral testimony or

argument, jt must be on such prior notice as Is feasible and. In any event, on

sufficient notice to clear the hearing room of persons not bound by this

chapter.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1



69-02-09-09. Protection of trade socrctprotected information. Any

part of the record of a proceeding containing trade secretprotected

information, inciuding exhibits and transcript pages, must be protected unless

otherwise ordered by the commission. If a commission order requires a

finding based on trade socretorotected information, the order must reference

the confidential nature of the finding and a separate, confidential document

must be prepared to state fully the finding of fact and the trade

seeretprotected information relied upon to support the finding.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02

. Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-10. Copies of information used during hearing. Copies of

the trade socrotprotected information may be made for use during a hearing

for persons bound by these rules. If copies are made for hearing purposes,

they must be numbered. Upon the completion of the hearing, all copies of the

information must be returned to the disclosing party or commission staff.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-11. Documents certified on appeal. When an order of the

commission is appealed and the documents are certified to court, copies

must be made of the trade secretprotected information. The copies of trade

seeretprotected information must be placed in a sealed envelope, or other

appropriate, sealed container, and labeled: "TRADE SECRETPROTECTED

INFORMATION - PRIVATE". The originals of the trade secretprotected

information must be retained in the commission's trade secret protected

8



information file. When the court issues its decision and returns the case

record to the commission, the copies of trade secretorotected information

must be filed with the originals in the commission's trade secret protected

information file.

History: Effective March 1,1994: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-12. Disposal of trade sooretprotected Information.

Except for information filed under Section 69-02-09-13. Whenwhen a case or

file containing trade secretorotected information has been closed for one

year the commission will dispose the trade secretorotected information by

shredding.

History: Effective January 1, 2001: amended .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 28-32-06,47-25.1

69-02-09-13. Information filed under Sections 69-09-05-12 and 69-

09-05-12.1.

Information filed to comolv with sections 69-09-05-12(3)(b) or 69-09-

05-12.1 is protected without need for the originator to file an aoolication and

without further action bv the commission, unless the commission orders

otherwise. Sections 69-02-09-01 through 69-02-09-04 do not aoolv to

information filed to comolv with sections 69-09-05-12(3)(b). or subsections

69-09-05-12.1(1). 69-09-05-12.1(2). or 69-09-05-12.1(3).
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CHAPTER 69-07-02

LICENSING

Section

69-07-02-02 Grain Warehouse - Bond Schedule

69-07-02-02.1 Grain Buyer - Bond Schedule

69-07-02-02. Grain warehouse—Bond schodulo bonds. The

warehouse A licensee's required minimum bond Is determined by the

licensee's total physical capacity licensed by the licensee In the stater. the

length of time the licensee has been licensed, the licensee's annual grain

purchase volume, and the licensee's scale ticket conversion policy. A

licensee's regulred minimum bond mav not be less than $50.000. The

capacity of each warehouse, bin, annex, or any additional space must be

specifically Idontlfiod. The bond amounts are:

Capacity to 100,000 bushels $ 50,000

From 100,001 bushols through 125,000 bushels $ 62,500

From 125,001 bushels through 150,000 bushels $ 75,000

From 150,001 bushols through 175,000 bushels $ 87,500

From 175.001 bushols through 200,000 bushels $ 100,000

From 200,001 bushols through 225,000 bushels $ 112,500

From 225,001 bushols through 250,000 bushels $ 125,000



From 250,001 bushols through 275,000 bushels $ 137,500

From 275,001 buoholG through 300,000 busholo $ 150,000

From 300,001 busholo through 325,000 bushols $ 162,500

From 325,001 bushols through 350,000 bushels $ 175,000

From 350,001 bushols through 375,000 bushels $ 187,500

From 375,001 bushols through <100,000 bushels $ 200,000

From ^00,001 bushols through d25,000 bushels $ 212,500

From ^25,001 buohols through 450,000 bushels $ 225,000

From 450,001 bushols through ^75,000 bushols $ 237,500

From ^75,001 bushols through 500,000 bushels $ 250,000

A licensGQ with a capacity in excess of five hundred thousand bushols must

furnish additional bond coverago of five thousand dollars for each twenty five

thousand bushols of capaoity or fraction thoroof.

Unless the commission determines that an inoroase is nooessary to

accomplish tho purpose of North Dakota Contury Code chapter 60 02, tho

bond of a warehouseman shall not exceed one million five hundred thousand

dollars.

a. If no special circumstance described in this section applies, the required

bond is based on capacity and years licensed.

1 ^6 years ^7vears

100.001-125.000 bushels $ 81.250 $ 62.500

125.001 -150.000 bushels $ 97.500 $ 75.000
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175.001-200.000 bushels $130,000 $100,000

200.001-225.000 bushels $146,250 $112,500

225.001 -260.000 bushels $162,500 $125,000

250.001-275.000 bushels $178,750 $137,500

275.001 - 300.000 bushels $195,000 $150,000

300.001 - 325.000 bushels $211,250 $162,500

325.001 - 350.000 bushels $227,500 $175,000

350.001 - 375.000 bushels $243,750 $187,500

375.001 - 400.000 bushels $260,000 $200,000

400.001 - 425.000 bushels $276,250 $212,500

425.001 - 450.000 bushels $292,600 $225,000

450.001 - 475.000 bushels $308,750 $237,500

475.001 - 500.000 bushels $325,000 $250,000

2. If a licensee's total capacity is more than five hundred thousand

bushels, additional bond is required. The additional required bond is

six thousand five hundred dollars for each twentv-five thousand

bushels of capacity or fraction of twenty-five thousand bushels of

capacity over five hundred thousand bushels, if licensed less than

seven vears. and five thousand dollars for each twentv-five thousand

bushels of capacity or fraction of twentv-five thousand bushels of

capacity over five hundred thousand bushels, if licensed seven vears

or more.



b. If the total annual grain purchase volume of a licensee is more than seven

times the licensee's bonded capacity, additional bond coverage Is

required. The additional required bond is five thousand dollars for each

twenty-five thousand bushels or fraction of twentv-five thousand bushels

by which the licensee's total annual purchase volume exceeds seven

times the licensee's bonded capacity. The application of this section to a

new licensee will be based upon the licensee's proiected annual grain

purchase volume.

0. A required bond may be reduced based on a licensee's conversion policy.

The required bond is reduced bv 30% for a licensee that establishes and

follows a conversion policy approved bv the Public Service Commission

of 10 days or less, and bv 15% for a licensee that establishes and follows

a conversion policy approved bv the Public Service Commission of 11 to

21 days. A reduction under this subsection cannot be used to reduce a

required minimum bond to an amount less than $50.000.

d. Except as provided in subsection e. the bond of a warehouseman may

not exceed two million dollars.

e. The commission may require an increase in the amount of any bond

when necessary to accomplish the purposes of North Dakota Century

Code chapter 60-02.

History: Amended effective May 1,1984; August 1,1999;
General Authority: NDOC 60-02-03
Law Implemented: NDOC 60-02-02, 60-02-07. 60-02-09



69-07-02-02.1. Grain buyer • Bond schodulo bonds. The grain

buyer bond is determined by the three-year rolling average of grain

purchased annually In this state by the grain buyer. The bond amounts are:

A licensee's required minimum bond Is determined bv the volume of grain the

licensee purchases annually In the state.

Up to 100,000 bushels $50,000

For each additional 100,000 bushels or fraction thereof

in excess of 100,000 and up to 1,000,000 $20,000

For each additional 100,000 bushels or fraction thereof

in excess of 1,000,000 $ 6,000

For a now licenseo, the first year's bond shall be based on the projected

purchase volume and the second year's bond and third year's bond shall be

based on the average actual volume according to the above schedule.

Unless the commission determines that an increase is necessary to

accomplish tho purpose of North Dakota Century Code chapter 60 02.1, the

bond of a facility based grain buyer shall not exceed one million dollars nor

shall tho bond of a non facility based grain buyer oxcood ono million five

hundred thousand dollars.

a. As used in subsection b "grain purchase volume" means:

1. A three year rolling average of total annual grain purchase volume

for a licensee licensed more than three years.

2. An actual three year average of total annual grain purchase

volume for a licensee licensed three years.



3. An actual two year average of total annual grain purchase voiume

for a licensee licensed two years.

4. Total annuat grain purchase volume for a licensee licensed one

year.

5. The licensee's projected annual grain purchase volume for a new

licensee.

b. The required minimum bond for a facility-based grain buyer Is:

1. Fifty cents per bushel if a licensee's total annual grain purchase

volume is one hundred thousand bushels or less, with a minimum

of fifty thousand dollars.

2. If a licensee's total annual grain purchase volume is more than one

hundred thousand bushels up to and including one million bushels,

the required minimum bond is the amount in subdivision 1 plus

twenty cents per bushel for each bushel bv which the licensee's

total annual grain purchase volume exceeds one hundred

thousand bushels up to and includino one million bushels.

3. If a licensee's total annual grain purchase volume is more than one

million bushels, the required minimum bond is the amount in

subdivisions 1 and 2 plus five cents per bushel for each bushel bv

which the licensee's total annual grain purchase volume exceeds

one million bushels.

c. The required minimum bond for a roving grain buyer is:

6



1. Fifty cents per bushel if the licensee's total projected annual grain

purchase volume is five hundred thousand bushels or less, with a

required minimum bond of fifty thousand dollars.

2. If a licensee's total proiected annual arain purchase volume is

more than five hundred thousand bushels, the required minimum

bond is the amount in subdivision 1 plus twenty cents per bushel

for each bushel bv which the licensee's total proiected annual qrain

purchase volume exceeds five hundred thousand bushels.

d. Except as provided in subsection e. the bond of a qrain buyer may

not exceed two million dollars.

e. The commission mav require an increase in the amount of any

bond when necessary to accomplish the purposes of North

Dakota Century Code chapter 60-02.1.

History: Effective August 1,1999; amended effective August 1,2000^
General Authority: NDCC 60-02.1-03
Law Implemented: NDCC 60-02.1-03,60-02.1-08
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69-02-04-01. Notice. In those proceedings In which a hearing is to be

held, the commission will assign a time and place for hearing. Notice of the

hearing must be posted in the office of the commission, and must be served on

theparties and other persons entitled to receive notice at least twenty days prior

to the date set for the hearing except in cases of emergency or as otherwise

provided by law.

In any proceeding, except rulemaking proceedings, involving the rights of

persons who are members of the public generally, notice of hearing must be

given by legal publication in the North Dakota daily newspaper of the affected

area. Notice must be published at least twenty days prior to the date of the

hearing.

An electric, gas, or telecommunications public utility shall provide

individual customer notice as required below by billing insert, newsletter, orother

appropriate method approved by the commission. The notice must indicate the

place and date ofthecommencement ofany hearing, informal hearing, orpublic

input session that has been ordered by the commission, and that the public is

invited to attend. Subject to the power ofthe commission to modify Its contents

and when applicable, the notice must include a summary sheet describing the

absolute dollar and percentage impact of any proposed rate or price changes by



the various classes ofservices offered bythe utility and must include a list ofthe

utility's business office locations where the proposed rate or price schedules and

a comparison of present and proposed rates or prices can be examined by the

public. The notice must also contain in bold type the following statement when

applicable: The rate changes described in this notice have been requested by

(specific utility).

Forelectric and gas utilities, individual customer notice is required for an

application for approval of a rate increase, purchase or sale, merger, or

acquisition filed by the utility, and applications by the utility for alternative

regulation. For electric and gas utilities, the commission may require the utility to

provide individual customer notice to potentially affected customers In other rate

proceedings, complaint cases, advance determination of prudence cases, and

fuel and purchased gas adjustment proceedings.

For telecommunications utilities, individual customer notice is required for

an application fora certificate of public convenience and necessity resulting from

the sale, merger, or acquisition of an incumbent telecommunications company.

The commission may require a telecommunications utility to provide individual

customer notice to potentially affected customers in complaint cases.

The individual customer notices required by this section are separatefrom

and in addition to any other customer notices required by law or rule, unless the

commission authorizes the utility to satisfy multiple notice requirements with one

notice.



History: Amended effective October 1, 1980; September 1, 1982; September
1,1992; January 1,2001 .
General Authority: NDCC 28-32-02
LawImplemented: NDCC 28-32-05,28-32-08,49-01-07

69-02-04-02. Appearances. Each interested party shall enter an

appearance at the beginning of the hearing by giving the party's name and

address- and briefly stating the capacity in which the party appears. All

appearances must be noted on the record. The name and position of each

member of the commission's staff participatirig in the hearing or investigation

must bo included inthe record as an appoaranco.

History: Amended effective September 1,1992; .
General Authority: NDCC 28-32-02
Law Implemented: NDCC 49-01-07
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Public Service Commission Case No. GE-14-763
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NOTICE OF INTENT TO AMEND ADMINISTRATIVE RULES

AND NOTICE OF PUBLIC HEARING

November 6,2014

PLEASE TAKE NOTICE that the Public Service Commission intends to amend

its administrative rules with proposed amendments to the following parts of the North
Dakota Administrative Code: Sections 69-09-03-01 and 69-09-03-02, Pipeline Safety
(Case No, PU-14-761), Article 69-02, Practice and Procedure (Case No. AD-14-762),
Sections 69-07-02-02 and 69-07-02-02.1, Grain Warehouse and Grain Buyer Bonds
(Case No. GE-14-763).

The Public Service Commission will hold a public hearing to address the
proposed amendments at 1:00 p.m. CST, on December 15, 2014, in the Commission
Hearing Room, 12th floor, State Capitol, Bismarck, North Dakota.

The proposed revisions to the North Dakota Administrative Code are:

Case No. GS-14-761

The purpose of this rulemaking is to adopt, by reference in state administrative
rule, the most recent amendments to pipeline safety regulations adopted by the United
States Department of Transportation, Pipeline and Hazardous Materials Safety
Administration (PHMSA).

For gas pipeline safety, this rule change adopts amendments to safety
regulations that have been adopted by PHMSA since June 22, 2011, current to
November 6,2014.

3 GE-14-763 Filed 11/06/2014 Pages: 3
Notice of intentto Amend Administrative Rulesand Notice ofPublic Hearing

4 AD-14-762 Filed11/06/2014 Pages: 3
Notice of Intent to /Vnend Administrative Rulesand Notice ofPublic Hearing

4 GS-14-761 Filed 11/06/2014 Pages: 3
Notice of Intent to Amend Administrative Rulesand Notice ofPublic Hearing
Public Service Commission



For hazardous liquids pipeline safety, the Public Service Commission currently
has statutory authority concerning pipeline safety but hasn't initiated a safety program
agreement with PHMSA.

Case No. AD-14-762

the proposed procedural rules consist ofchanges tothe procedural rules In four
areas: service of formal complaints; Individual customer notice In utility rate related
cases (bill staffers);appearances at formal hearings, and protection of Information.

The existing procedure when serving formal administrative complaints and
notices related to those complaints Is being clarified In the proposed rules, but not
changed. One additional type of utility filing will be Included with the existing types of
filings forwhich Individual utility customer notice Is required. The requirement that staff
who work on formal cases be noted as making a formal appearance Is being deleted.
The changes to the rules regarding when and how the Commission will protect
Information from general disclosure are the most comprehensive, but do not materially
change the existing process, except to make protection of certain regularly filed
Information easier and less costly for everyone Involved.

Case No. GE-14-763

The proposed rules change the way the warehouseman bond Is determined,
including requiring additional bond coverage for newer licensees, and those with
substantial annual purchase volume. A reduction Is available for a licensee with a
shorter scale ticket conversion policy. The proposed rules also change the way the
bond is determined for a roving grain buyer.

The proposed rule changes and the statements concerning the Regulatory
Analysis, Small Entity Regulatory Analysis and Economic Impact, and Takings
Assessment may be reviewed at the Public Service Commission's offices on the 12^^
floorof the State Capitol, Bismarck, North Dakota. To obtain a copy of the proposed rule
changes or the statements contact the Public Service Commission at 600 East
Boulevard Avenue, Department 408, Bismarck, North Dakota 58505-0480, 701-328-
2400, toll free 1-877-245-6685, Relay North Dakota TTY 1-800-366-6888. or
NDPSC@ND.gov. This Information is also available to view on the Commission's web
site at www.psc.state.nd.us under "Formal Actions/Case Search".

Interested persons may attend the hearing and may submit written comments on
the proposed mies. Written comments should be filed with Darrell Nitschke, Executive
Secretary, Public Service Commission, 600 East Boulevard Avenue, Department 408,
Bismarck, North Dakota 58505-0480, or NDPSC@ND.gov. The comment period closes
10 days after the hearing. Comments must be received by the close of business on
December 26, 2014.
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Ifyou require any auxiliary aids or services, such as readers, signers, or Braille
materials, please notify the Commission at least 24 hours in advance.

Randy Chflsfmann
Commissioner

PUBLIC SERVICE COMMISSION

Brian P. Kalk

Chairman

Julie Fmorchak
Commissioner



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Public Service Commission Case No. GS-14-761
Gas Pipeline Safety
Rulemaking

Public Service Commission Case No. AD-14-762
Practice and Procedure

Rulemaking

Public Service Commission Case No. GE-14-763
Licensing
Rulemaking

NOTICE OF INTENT TO AMEND ADMINISTRATIVE RULES

NOTICE OF PUBLIC HEARING

November 6,2014

TAKE NOTICE that the Public Service Commission wili hold a public hearing to
address proposed amendments to the N.D. Admin. Code, relating to Gas Pipeline
Safety, Practice and Procedure, and Licensing.

The public hearing will be held at 1:00 p.m., CST, on December 15, 2014, in
the Commission Hearing Room, 12th floor. State Capitol, Bismarck, North Dakota.
Written comments may be submitted to the Public Service Commission until the closeof
business on December 26, 2014.

A copy of the proposed rules may be obtained from the Public Service
Commission, 600 East Boulevard Avenue, Department 408, Bismarck, North Dakota
58505-0480, 701-328-2400, toll free 1-877-245-6685, Relay North Dakota TTY: 1-800-
366-6888, or NDPSC@ND.gov. This information is also available to view on the Public
Service Commission's web site at www.psc.state.nd.us under "Formal Actions/Case
Search".

If you require any auxiliary aids or services, such as readers, signers, or Braille
materials, please notify the Commission at least 24 hours Inadvance.

PUBLIC SERVICE COMMISSION

L/;Z'. /Lj,
Ran^ Christmann Brian P. Kalk : / Julie F^orchak

imissioner Chairman / / Commissioner

4 GE-14-763 Filed 11/06/2014 Pages: 1
Abbreviated Noticeof Intent to Amend Administrative Rules and Noticeof Public Hearing

5 AD-14-762 Filed 11/06/2014 Pages: 1
Abbreviated Notice of Intent to Amend Administrative Rules and Notice of Public Hearing

5 GS-14-761 Ffled 11/06/2014 Pages: 1
Abbreviated Notice of Intent to Amend Administrative Rules and Notice of Public Hearing
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NORTH DAKOTA NEWSPAPER ASSOCIATION

Affidavit of Publication
If)]

pv

i DEC -4 ?Gi4 5

NORTH DAKOTA
PUBLIC SERVICE COMMISSION

Colleen Park, being duly sworn, states as follows:

1.1 amthe designated agent, under the provisions andfor the purposes of.
Section 31-04-06, NDCC, for the newspapers listed on the attached
exhibits.

2. The newspapers listed on the exhibits published the advertisement of:
PublicService Commission- administrative rules relating to Gas
Pipeline Safety, Practice &Procedure and Licensing; 1 tlme(s) as
required by law or ordinance.

3. All of the listed newspapers are legal newspapers in the State of North
Dakota and, under the provisions ofSection 46-05-01, NDCC, are qualified
to publish any public notice or any matter required by law or ordinance to
be printed or published in a newspaper in North Dakota.

Signed: ^^LCc .

state of North Dakota

County of Burleigh

Subscribed and sworn to before me this ^ day .20 if

iTh iB> ^ ii*

SHARON L. PETERSON
Notary Public

\ Slate of North Dakota
5 MyCommlsslonExpiresNov. 8.2017 •
•fti u> •• III ,--„f m ^ 1^1 1^

9 GE-14-763 Filed 12/04/2014 Pages: 1
Affidavit of Publication - verified
North Dakota Newspaper Association

9 AD-14-762 Filed12/04/2014 Pages: 1
Affidavit of Publication - verified

NorthDakota Newspaper Association

9 GS-14-761 Filed12/04/2014 Pages: 1
Affidavit of Publication - verified

NorthDakota Newspaper Association



Fishheldeight special
"deer management"
meetings around the
state, folldwed by the
spring round of advisory
board meetingswhere
deer license distribution

was a primary topic.
All throughout this

time, Game and Fish was
also encouraging input
from state deer hunters,
with a promise that a .
decision on any changes
would be brought for-
ward well in advance of
the 2015 season setting

775

xicic 5 a icw luai seem

to come Upthe most.
Would this new

plan change the ap
plication process?

The application pe
riod and deadline would

still be the same. The

system would just be
programmed so it will
not issue more than one

license to any individual.
Is the application for a

bow license now a part
of the debr gxmlottery?

No. Bow licenses would

be issued the same as in

PUBLIC NOTICE

STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Public Service Commission

Gas Pipeline Safety
Rulemaking

Public Service Commission

Practice and Procedure

Rulemaking

Public Service Commission

Licensing
Rulemaking

Case No. GS-14-761

CaseNo.AD-14-762

Case No. GE-14-763

NOTICE OF INTENT TO
AMEND ADMINISTRATIVE RULES

NOTICE OF PUBLIC HEARING
November 6,2014

TAKE NOTICE that the Public Service Conunission will hold a
public hearingto addressproposedamendments to the N.D.Admin. Code,
relatingto GasPipelineSafety, Practice andProcedure, andLicensing.--

Tliepublichearingwill be held at 1:00p.m., CST,on December
15,2014, in the Commission Hearing Room, 12th°floor. StateCapitol,
Bismarck, NorthDakota. Written comments maybe submitted to the
Public ServiceCommission until the closeof businesson December26,
2014.

A copy of the proposed rules may be obt^ed fix>m the Public Service
Commission, 600EastBoulevard Avenue, Department 408,Bismarck,
North Dakota58505-0480,701-328-2400,toll free 1-877-245-6685,
Relay North Dakota TTY: 1-800-366-688^ pr NDPSC@ND.gov. This
information is also available to view on tiie Public Service Commission's
web site at www.psc.state.nd.us under 'Tormal Actions/CaseSearch".

If you requireany auxiliaryaidsor services,such ais readers,signers,
or Braillematerials, pleasenotifytheCommission at least24 hoursin
advance.

PUBLIC SERVICE COMMISSION

Randy Christmann
Conunissioner

Brian P. Kalk

Chairman

(November 20,2014)

Julie Fedorchak

Commissioner

w ajLiv w x\jx uuuji

gun season and muzzle-
loader licenses?

In the past there have
been two separate ap
plications and drawings.
The new system would
have one applicationand
one drawing, and hunters
who apply for both gun
and muzzleloader will

select a preference on the
application. The way this
willworkis, whenan ap
plicant's name comes up
in the lottery, and ifboth
afirst-choice gun and
muzzleloader license are

773

The N.D. Interagency Coordinating
Council will hold its quarterly meeting
pn Thurs., Dec. 4, 2014, 1- 5 p.m.;

ST. Agenda topics Include, but are :
A limited to: Setting State

Performance ; Plan/Annual
Performance Report targets; follow-
up on work regarding the Bureau of
Indian.Education agreement; Level of
Determinations for prpgrams; Survey
of ICC functions update; 2014^015
Executive Committee members. If
yOu need special accommodations,
please contact Colette at 1-800^755-
8529. This meeting is being held via
the statewidevideocoriferencing sys
tem. Individuals can participate In
this meeting at these sites:

Northwest Human Service Center,
316 2nd Ave W, Willistoh, Conf Room
A200

North Central Human Service Center,
1015 S Broadway Ste 18, Minot, Conf
Room 411

Lake Region Human Service Center,
200 Hwy 2 SW, Devils Lake, Conf
Room East

Northeast Human Service Center, 151
S 4th St, Ste 401, Grand Forks, Conf
Room BE .

Southeast Human Service Center,
2624 9th Ave S, Fargo, Red River
Room

South Central Human Service Center,
520 3rd St NW, Jamestown, Conf
Room 124

Prairie Hills Piaza, 1237 W Divide
Ave. Bismarck, Prairie & Rose Rooms

Badlands Human Service Center, 300
13th Ave W, Ste 1, Dickinson,

sbmentConfRoom

(November 20,2014)

I SO
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North Dakota Newspaper Association
1435 interstate Loop

Bismarck, North Dakota 58503
Phone: 1-701-223-6397 Fax: 1-701-223-8185

INVOICE
December 02, 2014

Order; 14114PP0 Invoiced 3849

Attn: Darrell NItschke

Public Service Cominission

600 E. Bouievard Ave., State Capitol

Bismarck, North Dakota 58505

Voice: 1-701-32B-4076 Fax:

Advertiser.

P.O,ft

Brand:

Campaign

Amount Due:

©iBW

DEC - 4 2014

NORTH DAKOTA
PUBLICSERVICE COMMISSION

Public Service Commission

admin rules

$3,899.06

Pteaso dolach and return this portion withyourpaymant

Public Service Commission invoice# 3849 P.O.#: admin rules

Hun Data AdSlto RatoTypo Rale Color Rate Total

Ashley Tribune (Ashley, North Dakota)

11/12/2014 11.00 Notice Display S0.00 DIDNOTRUN

Caption: relatingto Gas PipelineSafety. Practice &Procedure, and Licensing

11/19/2014 11.00 Notice Display S6.06 $66.66

Caption: relatingto Gas PipelineSafety.Practice&Procedure, and Licensing

Subtotal: 22.00

Beach, Golden Valley News (Beach, North Dakota)

11/13/2014 11.00 NoU'co Display $6.06

Caption: reltiliiig to Gas PipelineSafety, Practice &Procedure, and Licensing

Subtotal: 11.00

Bismarck Tribune (Bismarck, North Dakota)

11/14/20t4 11.00 NoUceDisplay $12.37

Caption: relating to Gas Pipeline Safety. Practice &Procedure, and Licensing

Subtotal: 11.00

Bottlneau Courant (Bottlneau, North Dakota)

11/18/2014 11.00 Notice Display $6.06

Caption: relating to Gas Pipeline Safety, Practice &Procedure, and Licensing

$6.06

$6.06

$12.37

$0.00

$0.00

$0.00

$66.66

$66.66

$66.66

$136.07

$136.07

$66.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Bowbells,Burke County Tribune (Bowbells, North Dakota)

11/12/2014 11.00 Notice Display $6.06 $66.66

Caption: relatingto Gas Pipeline Safety, Practice &Procedure, and Licensing

Subtotal: 11.00

Bowman County Pioneer (Bowman, North Dakota)

11/14/2014 11.00 NoUceDisplay $6.06

Caption: relatingto Gas Pipeline Safely, Practice &Procedure, and Licensing

$6.06 $0.00 $66.66

$66.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Cando, Towner County Record Herald (Cando, North Dakota)

11/15/20t4 11.00 NoU'ce Display $6.06 S66.66

Caption: relatingto Gas Pipeline Safety, Practice &Procedure, and Licensing

Subtotal: 11.00 $6.06 $0.00 $66.66

Carrington, Foster County Independent (Carrlngton, North Dakota)

11/17/2014 11.00 NoUceDisplay S6.06 $66.66

Caption: relatingto Gas Pipeline Safety, Practice &Procedure, and Licensing

North Dakota Newspaper Association 12/0^014 127.0.0.1 n

8 GE-14-763 Filed 12/04/2014 Pages; 5
Invoice #3849 $3899,06
North Dakota Newspaper Association

Discount (%! Amount alterOisoomt Page

S0.00 (0.00%)

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$66.66

$66.66

$66.66

$66.66

$136.07

$136.07

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

Page lots

AD-14-762 Filed 12/04/2014 Pages: 5
invoice #3849 $3899.06
North Dakota Newspaper Association

GS-14-761 Filed12/04/2014 Pages: 5
Invoice #3849 $3899.06
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Public Service Commission Invoice# 3849 P.O.#: admin rules

RunOalo AltSin Rate Type Rate ColorRate

Subtotal; 11.00 $6.06 SO.OO

Carson Prass (Elgin,North Dakota)

11/12/2014 11.00 NoUce Display $6.06

Caption: relating to Gas PipelineSafety.Practice&Procedure,and Licensing

Subtotal: 11.00

CavalierChronicle(Cavallor,NorthDakota)

11/12/2014 11.00 NoticeDisplay $6.06

Caption: relating to Gas PipelineSafely.Practice &Procedure, and Licensing

Subtotal: 11.00

Center Republican (Hazen, North Dakota)

11/13/2014 11.00 NoticeDisplay $6.06

Caption: relating to Gas PipelineSafety.Practice&Procedure,and Licensing

$6.06 $0.00

$6.06 $0.00

Total

$66.66

566.66

$66.66

S66.66

$66.66

S66.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Cooporstown, Griggs County Courier (Cooperstown, North Dakota)

11/14/2014 11.00 NoticeDisplay $6.06 S66.66

Caption: relatingto Gas Pipeline Safety, Practice &Procedure, and Licensing

Subtotal: 11.00

Crosby, The Journal (Crosby, North Dakota)

11/12/2014 11.00 NoUce Display $6.06

Caption: rotating to Gas PipelineSafety, Practice &Procedure, and Licensing

Subtotal: 11.00

Devils Lake Journal (Devils Lake, North Dakota)

11/14/2014 11.00 Notice Display $8.41

Caption: relatingto Gas Pipeline Safety, Practice & Procedure, and Licensing

Subtotal: 11.00

Dickinson Press (Dickinson, North Dakota)

11/14/2014 11.00 Notice Display $8.41

Caption: relatingto Gas Pipeline Safety, Practice &Procedure, and Licensing

Subtotal: 11.00

Elgin, Grant County News (Elgin, North Dakota)

11/12/2014 11.00 NoficeDisplay S6.06

Caption: relating to Gas Pipeline Safety. Practice & Procedure, and Licensing

$6.06

$6.06

$8.41

$8.41

$0.00

$0.00

$0.00

$0.00

$66.66

$66.66

$66.66

$92.51

$92.51

$92.51

$92.51

$66.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Ettendate, Dickey County Leader (Ellendale, North Dakota)

t1/13/2014 11.00 Notice Display 56.06 $66.66

Caption: relatingto Gas Pipeline Safety. Practice &Procedure, and Licensing

Subtotal: It.00

Fargo, The Forum (Fargo, North Dakota)

11/17/2014 11.00 NoticeDisplay $12.37

Caption: relatingto Gas Pipeline Safety, Practice &Procedure, and Licensing

Subtotal: 11.00

FInley, Steele County Press (FInley, North Dakota)

11/14/2014 11.00 Notice Display $6.06

Caption: relatingto Gas PipelineSafety, Practice &Procedure, and Licensing

$6.06

$12.37

$0.00

$0.00

$66,66

5136.07

$136.07

566.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Garrison, McLean County Independent (Garrison, North Dakota)

11/13/2014 11.00 Notice Display 56.06 $66.66

Caption: relatingto Gas PipelineSafely.Practice &Procedure, and Licensing

Subtotal: 11.00 $6.06

Grafton, Walsh County Record (Grafton, North Dakota)

11/12/2014 11.00 Notice Display $6.06

North Dakota Noivspapcr ^ooiiTah l2?i(i7l.1 u'

$0.00 $66.66

$66.66

{' .. )

Discount (K) Amount alter Discount Pago

$0.00

$0.00 (0.00V3)

$0.00

$0.00 (0.00%)

$0.00

SO.OO (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

50.00 (0.00%)

$0.00

SO.OO (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$66.66

$56.60

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$92.51

$92.51

592.51

$92.51

$66.66

$66.66

$66.66

$66.66

S136.07

$136.07

$66.66

$66.66

$66.66

$66.66

$66.66

Pago 2ot5
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PubKc Service Commission Invoice# 3849 P.O.#: admin rules

fiunOale MSite RalaTfpa Rate Cc/vRate Total Dismunt (ii) Amounta/lcf Discount Page

Caption: relatingto Gas Pipeline Safety. Practice &Procedure, and Licensing

Subtotal: 11.00

Grand Forks Herald (Grand Forks, North Dakota)

11/13/2014 11.00 Notice Display $12.37

Caption: relatingto Gas PipelineSafely. Practice &Procedure, and Licensing

Subtotal: 11.00

Harvey, The Herald-Press (Harvey, North Dakota)

11/15/2014 11.00 NoticeDisplay $6.06

Caption: relatingto Gas PipelineSafety, Practice &Procedure, and Licensing

Subtotal: 11.00

Hazen Star (Hazon, North Dakota)

11/13/2014 11.00 Nob'ceDisplay $6.06

Caption: relatingto Gas PipelineSafety. Practice &Procedure, and Licensing

$8.06

$12.37

$6.06

S0.00

$0.00

$0.00

S6S.66

S13G.07

$136.07

$66.66

$66.66

S66.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Hettlnger, Adams County Record (Hettlnger, North Dakota)

11/14/2014 11.00 NoticeDisplay S6.06 $66.66

Caption: relatingto Gas PipelineSafety.Practice&Procedure,and Licensing

Subtotal: 11.00

Jamestown Sun (Jamestown, North Dakota)

11/12/2014 11.00 Nob'ceDisplay $8.41

Caption: relatingto Gas PipelineSafety, Practice &Procedure, and Licensing

Subtotal: 11.00

Kllldeer, Dunn County Herald (Killdecr, North Dakota)

11/14/2014 11.00 Notice Display S6.06

Caption: relating to Gas Pipeline Safety. Practice &Procedure, and Licensing

Subtotal: 11.00

LaMoure Chronicle (LaMoure, North Dakota)

11/12/2014 11.00 Nob'ceOisplay S6.06

Caption: relating to Gas Pipeline Safety. Practice &Procedure, and Licensing

Subtotal: 11.00

Lakota American (Lakota, North Dakota)

11/12/2014 11.00 Nob'ceOisplay $6.06

Caption: relatingto Gas PipelineSafety. Practice &Procedure, and Licensing

$6.06

$8.41

$6.06

$6.06

$0.00

$0.00

$0.00

$0.00

$66.66

$92.51

$92.51

$65.66

$66.66

$66.66

$66.66

$66.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Langdon, Cavalier County Republican (Langdon, North Dakota)

11/17/2014 11.00 NoOce Display S6.G6 $66.66

Caption: relating to Gas Pipeline Safety. Practice & Procedure, and Licensing

Subtotal: 11.00 $6.06 $0.00 $66.66

LInton, Emmons County Record (LInton, North Dakota)

11/13/2014 11.00 Nob'ce Display S6.06 $66.66

Caption: relab'ngto Gas Pipeline Safety, Practice &Procedure, and Licensing

Subtotal: 11.00 $6.06 $0.00 $66.66

Lisbon, Ransom County Gazette (Lisbon, North Dakota)

11/17/2014 11.00 Notice Display $6.06 $66.66

Caption: relab'ng to Gas Pipeline Safety. Pracb'ce & Procedure, and Licensing

Subtotal: 11.00

Mandan News (Mandan, North Dakota)

11/14/2014 11.00 Notice Display $6.06

Caption: relating to Gas Pipeline Safety. Practice &Procedure, and Licensing

Subtotal: 11.00

Mayvllle. TralllCoTribune (Mayville, NorthDakota)

North Dakota Newspaper Association 12/02/2014 127.0.0.1 a

$6.06

$6.06

$0.00

$0.00

$66.66

S66.66

$66.66

S0.00

SO.OO (0.00%)

$0.00

$0.00 (0.00%)

S0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

S0.00 (0.00%)

$0.00

S0.00 (0.00%)

$0.00

S0.00 (0.00%)

$0.00

S0.00 (0.00%)

$0.00

S66.66

$136.07

$136.07

$66.66

$66.66

$66.66

$06.66

$66.66

$66.66

$9251

$92.61

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

S66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

$66.66

Page 3 of 5



Publte Service Commission Invoiced 3849 P.OJ; admin rules

Run Data AdSize Rate Typo Rate ColorRalo

11/15/2014 11.00 Notice Display S6.06

Caption: relating toGasPipeline Safety. Practice &Procedure, andLicensing

Subtotal: 11.00

McCluskyGazette (McClusky,North Dakota)

11/13/2014 11.00 Notice Display $6.06

Caption:relating toGas Pipelino Safety, Practice&Procedure, ondLicensing

$6.06 $0.00

Total

S66.66

$66.66

S66.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Medora, Billings CountyPioneer(Beach,NorthDakota)

11/13/2014 11.00 NoticeDisplay $6.06 S66.66

Caption: relating to Gas PipelinoSafety,Practice&Procedure,and Licensing

Subtotal: 11.00 $6.06 $0.00 $66.66

MllnorTha Sargetit County Teller (Milnor, North Dakota)
11/14/2014 11.00 NoticeDisplay $6.06 $66.66

Caption: relating to Gas PipelineSafety.Practice&Procedure, and Licensing

Subtotal: 11.00 $6.06 $0.00 $66.66

Minnewaukan Benson County Farmers Press (Mlnnowaukan, North Dakota)

11/12/2014 11.00 Notico Display $6.06 $66.66

Caption: relatingto Gas PipelineSafety. Practice &Procedure, and Licensing

Subtotal: 11.00

MInot Dally News (MInot, North Dakota)

11/14/2014 11.00 NoticeDisplay $12.37

Caption: relatingto Gas PipelinoSafety, Practice &Procedure, and Licensing

$6.06 $0.00 $66.66

$136.07

Subtotal: 11.00 $12.37 $0.00 $136.07

MohallRenvllle County Farmer (Mohall,North Dakota)

11/12/2014 11.00 NoticeDisplay $6.06 $66.66

Caption: relating to Gas PipelineSafety,Practice&Procedure, and Licensing

Subtotal: 11.00

Napoleon Homestead (Napoleon, North Dakota)

11/12/2014 11.00 NotfceDisplay $6.06

Caption: relatingto Gas PipelineSafety,Practice &Procedure, and Licensing

Subtotal: 11.00

New Enoland Herald (New England. North Dakota)

11/14/2014 11.00 NoUceDisplay $6.06

Caption: relatingto Gas Pipeline Safely, Practice &Procedure, and Licensing

$6.06

$6.06

$0.00

$0.00

$66.66

S66.66

$66.66

S66.66

Subtotal: 11.00 $6.06 $0.00 $86.66

New Rockford Transcript (NowRockford, North Dakota)

11/17/2014 11.00 NotfceDisplay $6.06 566.66

Caption: relatingto Gas Pipeline Safety, Practice &Procedure, and Licensing

Subtotal: 11.00

Rolla Turtle Mountain Star(Rolla. North Dakota)

11/17/2014 11.00 NotfceDisplay $6.06

Caption: relatingto Gas PipelineSafety, Practice &Procedure, and Licensing

Subtotal: 11.00

Rugby Pierce County Tribune (Rugby, North Dakota)

11/15/2014 11.00 Notice Display S6.06

Caption: relatingto Gas PipelineSafely. Practice &Procedure, and Licensing

$6.06

$6.06

$0.00

$0.00

$66.66

S66.66

S66.66

$66.66

Subtotal: 11.00 $6.06 $0.00 $66.66

Stanley Mountrall County Promoter (Stanley, North Dakota)

11/12/2014 11.00 NoticeDisplay $6.06 $66.66

Caption: relating to Gas PipelineSafety.Practice&Procedure,and Licensing

Subtotal: 11.00 $6.06 $0.00 $66.66

North balcola Newspaper Association T2/b2r2014 l27.o3rr5

Discount (H) Amount afterDiscount Pago

SO.OO (0.00%)

$0.00

SO.OO (0.00V.)

$0.00

$0.00 (0.00V.)

$0.00

$0.00 (0.00V.)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

S0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

S0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

S0.00 (0.00%)

$0.00

$0.00 (0.00%)

$0.00

S66.66

$66.66

S66.66

$66.66

S66.66

$66.66

S66.66

$66.66

$66.66

$66.66

$136.07

$136.07

S66.66-

$66.66

S66.66

$66.66

S66.66

$68.66

S66.66

$66.66

S66.66

$66.66

S66.66

S66.66

S66.66

$66.66

Pago 4 of 5
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Public Service Commission Invoice# 3849 P.O.#: admin nrles

Run Date MSizo RateTypo Ra!e CdsrRats Total Kscounl (H) AaminlalterKsoounl Page

Steele Ozone & Kidder County Press (Steele. North Dakota)

11/12/2014 11.00 NoticeDisplay S5.05

Caption: relating to Gas Pipeline Safety.Practice&Procedure, and Licensing

S60.66 S0.00 (0.00%)

Subtotal: 11.00

Towner Mouse River Journal (Towner, North Dakota)

11/12/2014 11.00 NoOce Display S6.05

Caption: relating toGasPipeline Safety. Practice &Procedure, andLicensing

$6.06 S0.00 $66.66

S66.66

$0.00

S0.00 (0.00%)

Subtotal: 11.00 $6.06 $0.00

ValleyCifyTfmes-Record(Valley City,North Dakota)

11/14/2014 11.00 NoOce Display $0.00 DID

Caption:relating toGasPipeline Safety. Practice &Procedure, andLicensing

11/20/2014 11.00 Notice Display $8.41

Caption:relating toGasPipeline Safety. Practice &Procedure, andLicensing

$66.66

NOTRUN

$92.51

$0.00

$0.00 (0.00%)

$0.00 (0.00%)

Subtotal: 22.00 $8.41 $0.00

Wahpeton,The DallyNews(Wahpeton.NorthDakota)

11/14/2014 11.00 Nob'ce Display $8.41

Caption:relating toGasPipeline Safety. Practice &Procedure, andLicensing

$92.51

S92.51

$0.00

$0.00 (0.00%)

Subtotal: 11.00 $8.41 $0.00 $92.51

WatfordCityMcKenzle CountyFarmer(WatfordCity,NorthDakota)

11/12/2014 11.00 Notice Display $6.06 $66.66

Caption: relating toGasPipeline Safety. Practice &Procedure, andLicensing

$0.00

$0.00 (0.00%)

Subtotal: 11.00

Wllllston Herald (Wllllston, North Dakota)

$6.06

$8.41

$0.00 $66.66

$92.51

$0.00

$0.00 (0.00%)11/14/2014

Subtotal:

11.00 Notice Display

11.00 $8.41 $0.00 $92.51 $0.00

Gross Advertising $3,899.06 Total Misc 50.00 Amount Paid $0.00

Agency Discount S0.00 Tax S0.00 Adjustments 50.00

Other Discount $0.00 Total BiUcd $3,899.06 Payment Date

Service Charge $0.00 Unbilled S0.00 Balance Due $3,899.06

S56.o6

$66.66

$66.66

$66.66

$0.00

$92.51

$92.51

S92.51

$92.51

$66.66

$66.66

$92.51

$92.51

Ifyou would like topayyour invoice with a credit card, please call Rhonda at 701-595-7311 oremail rhondaw@ndna.com.
We accept Visa. Mastercard. Discover, andAMEX. Oryou canpayyour bill online atwwv/.ndna.com/blllpay. Thank you!

NontiOatoiaNevispaper Assodabon 12/02/2014 i2r.o.o.i s
PageSofS



COMMISS[ONERS

BrianP.Kalk
RendyChristmann
Julie Fcdoichak

Executive Secietaty
DanellNitschice

/'•A

Public Service Commission
State ofNorth Dakota

10 November 2014

600East Boulevaid, i3cpt 408
Bismarck, NorthDakota58505*0480

Wd): www.psand.gov
E*mail: ndpso@nd.gov

Phone:701-328-2400
NDToItFiee: 1-877-245-6685

Fax:701-328-2410

TOD: 800-366-6888 or 711

Mr. John Walstad

Code Reviser

North DakotaLegislativeCoimcil
StateCapitol
600 East Boulevard, 2"** Floor
Bismarck, ND 58505-0360

Re: Notice ofIntent to Amend Admim'strative Rules
CaseNos. GS-14-761,AD-14-762, and GE-14-763

Dear Mr. Walstad:

Enclosed please find copiesof:

• Commission Motion Proposing Amendments, Scheduling Hearing, Issuing Notice of
Intent toAmend Rules andNotice of Hearing, andIssuing an abbreviated Notice

• Proposed rule changeson the following:

o Sections 69-09-03-01 and 69-09-03-02, Pipeline Safety
o Article 69-02, Practice and Procedure
o Sections 69-07-02-02 and 69-07-02-02.1, Grain Warehouse and Grain Buyer

Bonds

• Notice of Intent to Amend Administrative Rules and Notice ofHearing
• Abbreviated Notice ofIntent to Amend Administrative Rules and Notice ofHearing

Ifyou haveany questions pleasedo not hesitate to call.

Best Regards,

enclosures

Received by the office of the Legislative Council this ID day of November, 2014

Illona A. Jeffcoat-Sac

General Counsel
) GE-14-763 Filed 11/10/2014 Pages: 30

Letter to Legislative Council with enclosures
Public Service Commission

7 AD-14-762 Filed 11/10/2014 Pages: 30
Letter to Legislative Council wilhenclosures
Public Service Commission

7 GS-14-761 Filed 11/10/2014 Pages: 30
Letter to Legislative Council with enclosures
DiiKlif- Qonfi/>a r^/\mmiecinn
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state of North Dakota

Public Service Commission

Public Service Commission Case No. GS-14-761
Gas Pipeline Safety
Rulemaking

Statement
Regulatory Analysis, Small Entity Analysis and Impact, Takings

Assessment

November 6,2014

The purpose of this rulemaking is to adopt, by reference in state administrative
rule, the most recent amendments to pipeline safety regulations adopted by the
United States Department of Transportation, Pipeline and Hazardous Materials
Safety Administration (PHMSA).

For gas pipeline safety, this rule change adopts amendments to safety
regulations that have been adopted by PHMSA since June 22, 2011, current to
November 6, 2014. A summary/explanation of the specific changes to be
adopted by reference forgas pipeline safety is attached.

For hazardous liquids pipeline safety, the Public Service Commission currently
has statutory authority concerning pipeline safety but hasn't initiated a safety
program agreement with PHMSA. The Public Service Commission has
submitted a budget to the Governor (or is it in the Governor's budget already -
going to the legislature???) that includes additional full time employee positions
to implement a hazardous liquids pipeline safety program under PHMSA. In
order to implement the program, in additional to receiving the appropriation of
additional staff, the Public Service Commission must adopt all pipeline safety
rules adopted by PHMSA. The Commission is proposing to adopt PHMSA
regulations for hazardous liquids pipeline safety in effect as of November 6,
2014.

Requlatorv Analvsis

N.D.C.C. § 28-32-08 requires an agency to prepare a regulatory analysis if the
rule is expected to have an impact on the regulated community in excess offifty
thousand dollars. The law provides, in part:

2. The regulatory analysis must contain:

a. A description of the classes of persons who probably will be
affected by the proposed rule, including classes that will bear

2 GS-14-761 Filed 11/06/2014 Pages: 3
Statement - Reg. Analysis, SmallEntity Analysis &Impact, TakingsAssessment
Public Service Commission



the costs of the proposed rule and classes that will benefit
from the proposed rule;

b. A description of the probable impact, including economic
impact, of the proposed rule;

c. The probable costs to the agency of the implementation and
enforcement of the proposed rule and any anticipated effect
on state revenues; and

d. A description of any alternative methods for achieving the
purpose of the proposed rule that were seriously considered
by the agency and the reasons why the methods were
rejected in favor of the proposed rule.

North Dakota individuals subject to Commission jurisdiction who may be affected
by the federal regulations proposed to be adopted by reference for the state gas
pipeline safety program include intrastate natural gas transmission pipeline
operators, intrastate natural gas distribution system operators, and certain
natural gas gathering system operators. North Dakota individuals subject to
Commission jurisdiction who may be affected by the federal regulations proposed
to be adopted by reference for the state hazardous liquids pipeline safety
program include intrastate hazardous liquids transmission system operators and
certain intrastate hazardous liquids gathering system operators.

The Commission acts as agent for the United States Department of
Transportation, Pipeline and Hazardous Materials Safety Administration
(PHMSA), in the enforcement of the minimum gas pipeline safety standards on
all gas distribution and intrastate transmission facilities within the state. This is
accomplished by entering into a 601055(a) Title 49 agreement with the United
States Department of Transportation which requires North Dakota to adopt all of
the federal gas safety standards, along with any future amendments to those
standards. This rulemaking is a part of that ongoing agreement.

The intrastate natural gas transmission pipeline operators and intrastate natural
gas distribution system operators must comply with the federal amendments and
therefore were impacted in excess of fifty thousand dollars when PHMSA
adopted the amendments. Adoption of these amendments for the state gas
pipeline safety program will have no additional impact on the regulated
community.

Small Entity Requiatorv Anaivsis
N.D.C.C. § 28-32-08.1 requires that before adoption of any proposed rule, the
adopting agency prepare a regulatory analysis in which the agency considers
options to minimize adverse impact on small entities. The lawprovides, in part:
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2... . The agency shall consider each of the following methods of
reducing impact of the proposed rule on small entities:

a. Establishment of less stringent compliance or reporting
requirements for small entities;

b. Establishment of less stringent schedules or deadlines for
compliance or reporting requirements for small entities;

c. Consolidation or simplification of compliance or reporting
requirements for small entities;

d. Establishment of performance standards for small entities to
replace design or operational standards required in the
proposed rule; and

e. Exemption of small entities from all or any part of the
requirements contained in the proposed rule.

A Chapter 28-32-08.1 small entity regulatory analysis and an economic impact
statement are not required because the proposed amendments to existing rule
for both the natural gas and hazardous liquids pipeline systems are mandated by
federal law.

Takings Assessment

N.D.C.C. § 28-32-09 requires an entity to prepare a written assessment of the
constitutional takings implications of a proposed rule that may limit the use of
private real property. The law provides, in part:

The proposed rules should not limit the use of private property so a Takings
Assessment has not been made.
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Theproposed procedural rules consist ofchangesto the procedural rules in four
areas: service offormal complaints; individual customernotice in utility rate related
cases (bill stuffers); appearances at formal hearings, and protection of information.

The existing procedure when serving formal administrative complaints and
notices related to those complaints is being clarified in the proposed rules, but not
changed. One additional type ofutility filing will be included with the existing typesof
filings for which individual utility customer notice is required. The requirement that staff
whowork on formal cases be noted as making a formal appearance is being deleted.
The changes to the rules regarding when and howthe Commission will protect
information from generaldisclosure are the mostcomprehensive, but do hot materially
change the existing process, except to make protection ofcertain regularly filed
information easier and less costly for everyone involved.

None ofthese changes should have any sort of negative impact, financial or
otherwise, on regulated industry, consumers, other stakeholders, the Commission, or
the public. Onthe contrary, the proposed rules make the administrative process more
efficient and most will save resources for both the regulated community and the agency.

Formal Complaints ~ N.D. Admin Code Sections 69-02-02-02 and 03
The proposed changes to the rule regarding serving formal complaints and

notices of hearing on formal complaints, and the rule forfiling an Answer to a formal
complaint, simply incorporate currentpractice. The existing language can be
ambiguous, and the proposedchanges are intended to clarify that the complaint and
notice may, butare not required to, be served at the same time. It is usually more
efficient to serve the complaint first, and then schedule the hearing and issue notice
afterthe parties have knowledge of the action and input into the hearing date and time
frame.

Rate Case Bill Stuffers —N. D. Admin. Code Section 69-02-04-01
The proposed change to section 69-02-04-01 adds one type ofcase, an advance

determination of prudence case, to the list ofcases inwhich the applicant utility must
provide individual notice ofthe application to customers. An advance determination of
prudence application has ratemaking consequences and that isthe reasonfor requiring
individual customer notice. Currently, even though the specific type of application is not
mentioned in the rule, individual customer notices have been required and provided in

2 AD-14-762 Filed: 11/6/2014 Pages:2
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advance determination of prudence cases because of the ratemaking impact. The
proposedchange will makethe rule consistentwith current practice and will have no
fiscal or other impact on industry, customers, otherstakeholders or the public.

Formal Appearance of Staff Analvsts - N. D. Admin. Code Section 69»02»04-02
Existing rule requiresthe staffanalysts whowork on a case to be noted in the

Appearances. While the staffwho work on a case are introduced bycounsel at
hearings, the rule requiring those persons to be listed in the Appearances has been
inconsistently followed and serves no discernable purpose. Repealing that language
will have no impact on any stakeholder.

Protection of Information N.D. Admin. Code Chapter 69-02-09
Since the Commission's trade secret rules wereoriginally written, the legislature

has added several types ofopen records exemptions. The procedural rules are being
revised to accommodate filings that maydeserve protection from discloseundercurrent
state law, but are notstrictly trade secret filings. In addition, forcertain
telecommunications filings, case bycase protection applications and consequent
Commission decisionswill no longer be necessary, savingtimeand costs for both the
telecommunications companies and the state.

Incorporating these changeswill make the rules more generally applicable, more
useful, easier to implement and more clearto thoseasking for protection for otherthan
tradesecret information. These changes will have nonegative fiscal impact onthe
Commission, the state, any stakeholderor the public. These changes will also have no
other impact on any party, exceptto make filing and processing such applications easier
and more efficient.

The only alternative considered was not making these changes at this time,
which would work to continue to make protection applications harder and less efficient
to file and process. The alternative is not the best choice.

Small Entitv Analvsis and Economic impact Statement

Each proposed rule could impact a small entity. However, the impact will be
neutralor positive. Several of the proposals make the process involved more efficient
and will save timeand money for applicants and others interacting with the Public
Service Commission. No alternatives wereconsidered otherthan making no changes
at all, which imposes a greatereconomic and regulatory burden on all impacted entities,
including small entities and the agency.

Regulatorv Analvsis and Takings Assessment
Since none ofthe proposals will impact the regulated community bymore than

$50,000, and noone has requested a regulatory analysis, none isbeing prepared at this
time for any of the proposed rulechanges.

Since none ofthe proposed rules constitutes a taking ofprivate real property, no
TakingAssessment is being prepared.
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and Economic Impact, and Takings Assessment

November 13,2014

The Commission is proposing amendments to North Dakota Administrative Code
Sections 69-07-02-02 and 69-07-02-02.1. The proposed rules change the way a grain
warehouse bond is determined, including requiring additional bond coverage for newer
licensees, and those with substantial annual purchase volume. A reduction is available
for a licensee with a shorter scale ticket conversion policy. The proposed rules also
change the way the bond is determined for a roving grain buyer. The proposed rules
also increase the maximum bond for all licensees.

Requlatorv Analvsis

North Dakota Century Code Section 28-32-08 requires that an agency issue a
regulatory analysis if the proposed rule is expected to have an impact on the regulated
community in excess of fifty thousand dollars or if a written request for the analysis is
filed by the governor or a member of the legislative assembly.

The law provides, in part:

2. The regulatory analysis must contain:

a. A description of the classes of persons who probably will be
affected by the proposed rule, including classes that will bear
the costs of the proposed rule and classes that will benefit
from the proposed rule;

b. A description of the probable impact, including economic
impact, of the proposed rule;

c. The probable costs to the agency of the implementation and
enforcement of the proposed rule and any anticipated effect
on state revenues; and

7 GE-14-763 Filed; 11/13/2014 Pages;5
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d. A description of any alternative methods for achieving the
purpose of the proposed rule that were seriously considered
by the agency and the reasons why the methods were
rejected in favor of the proposed rule.

While it is not possible to determine an exact impact, it is likely the proposed rules will
impact the regulated community in excess of fifty thousand dollars.

The proposed changes will affect new grain warehouse licensees, licensees that handle
a substantial annual grain purchase volume, and licensees currently bonded at the
current maximum. The proposed changes will also affect roving grain buyer licensees
that handle more than one hundred thousand bushels of grain and grain buyers that
handle a substantial annual purchase volume.

Grain Warehouse Bonds

A grain warehouse licensee currently operating a 50,000 bushel facility is required to file
a $50,000 bond. The following is an example of the proposed bond costs for a licensee
operating a 50.000 bushel grain warehouse with an annual grain purchase volume of
2.600.000 bushels (50.000 bushels a week X 52 weeks). Under the proposed rules, the
bond for this facility would increase substantially.

Bond - based on capacity and years licensed:
I-6 years $65,000 >7 years $50,000

Additional Bond - 20$i per bushel:
>7 times capacity, add $450,000 $450,000
Total Bond $515,000 $500,000

Credit for Conversion Policy
^10 days-30% discount $154,500 $150,000
Total Bond $360,500 $350,000

Credit for Conversion Policy
II-21 days-15% discount $ 77,250 $ 75,000
Total Bond $437,750 $425,000

Using the example above, farmers will benefit from the proposed rules in the event a
licensee becomes insolvent since there should be more trust fund proceeds available to
distribute to unpaid noncredit-sale contract claimants. However, farmers may also be
negatively affected by the proposed rules because they will likely bear the additional
costs incurred by a licensee because these additional operating costs will be passed on
to the farmers in the form of lower grain prices.

Increasing the maximum warehouse bond from $1,500,000 to $2,000,000 will affect
twelve existing licensees. Of these twelve licensees, six will be required to increase

Page 2



their bond to an amount less than $2,000,000 and six will be required to increase their
bond to $2,000,000. A licensee required to increase its bond from $1,500,000 up to
$2,000,000 dollars will realize additional bond costs of approximately ten dollars per
thousand.

Grain Buyer Bonds

Increasing the maximum facility-based grain buyer bond from $1,000,000 to $2,000,000
will affect five existing licensees. Of these five licensees, three will be required to
increase their bond from $1,000,000 to an amount less than $2,000,000 and two will be
required to increase their bond to $2,000,000. A facility-based grain buyer licensee
required to increase its bond from $1,000,000 up to $2,000,000 will realize additional
bond costs of between five and ten dollars per thousand.

Increasing the maximum roving grain buyer bond from $1,500,000 to $2,000,000 will
affect eight existing licensees who will be required to increase their $1,500,000 bond to
$2,000,000. A number of additional roving grain buyer licensees will be required to
increase their bonds ranging from minimal amounts to more than double current bonds
and will realize additional bond costs that will likely be passed on to the farmers in the
form of lower grain prices.

Probable Impact of Higher Bonds

There are a number of factors that affect bond premiums, including the costs charged
by different sureties and the licensee's net worth, working capital, and business history.
Although these factors may affect each licensee differently, making it difficult to identify
a specific impact due to higher bond premiums, it is very likely the additional bond
premium costs alone will exceed $50,000 total impact on regulated industry.

One possible impact of requiring a higher bond during the first six years of business is
that a higher bond could make it more difficultor impossible for a new grain business to
get established or for a beginning business to continue operating. Another possible
impact on regulated industry is that when a licensee is required to collateralize a higher
bond, the higher bond may make it difficult or impossible for the licensee to obtain or
maintain its operating cash flow. This may force a licensee to close.

In the broadest sense, it may be the farmers who will be significantly impacted if higher
operating costs result in lower grain prices or in a grain business failing. If a licensee is
forced to close its doors, a farmer may have to drive a longer distance to sell his grain
which will create additional operating expenses for the farmer.

On the other hand, if a farmer sells to a licensee that is inadequately bonded and the
licensee becomes insolvent, this ultimately will result in a loss of income for the farmer.
Raising required bonds should result in additional protection to the farmers.

Page 3
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Probable Cost to Agency

There should be no cost to the agency to implement and enforce the proposed rules
unless thesechanges result In a need for additional staff for monitoring orenforcement.

Purpose of Proposed Rules

The North Dakota Office of the State Auditor performed an audit of the Public Service
Commission for the biennium ended June 30, 2013. The report issued by the State
Auditor included a recommendation that the Commission take steps to increase grain
buyer bonds. Over the years, the Public Service Commission has considered the issue
of grain bond levels and the impact of the bonding requirements on recovery in the
eventof insolvency. In 2008 and 2009 the Public Service Commission metwith various
members of the agriculture community and interested legislators to identify and discuss
alternative bond options. In January 2010, the Commission testified before the Interim
Legislative Agriculture Committee about whether the current bonds were inadequate,
whether bonds should be increased, whether a new "processor" class should be
created, or whether current bonds should remain as is. Bond discussions have been
ongoing and the Commission is proposing these rules to address bonding concerns. All
suggestions or comments from interested parties are welcome.

Alternatives for Achieving Purpose

The purpose of the bond is to protect holders of outstanding receipts. Recent
insolvencies have resulted in noncredit-sale contract claimants recovering less than
100% and as little as 7%, in one instance. There is no way to guarantee 100% bond
protection for farmers. Raising bondstoo high could make bonding unattainable or
unfordable for licensees. Lowering bonds to save the impact of higher bond costs,
results in no increase in protection. The onlypossible alternative to raising bonds to an
amount that provides 100% protection forfarmers is to create an indemnity fund for
noncredit-sale contract claimants. This would require a change in statute, not in rule.

Small Entity Requlatorv Analysis and Economic Impact

North Dakota Century Code section 28-32-08.1 requires that before adoption of any
proposed rule, the adopting agency prepare a regulatory analysis in which the agency
considers options to minimize adverse impact on small entities. The law provides, in
part:

1. As used in this section:

a. "Small business" means a business entity, including its
affiliates, which:

(1) Is independently owned and operated; and
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(2) Employs fewer than twenty-fivefull-time employees or
has gross annual sales of less than two million five
hundred thousand dollars;

b. "Small entity" includes small business, small organization,
and small politicalsubdivision;

2. The agency shall consider each of the following methods of
reducing impact of the proposed rule on small entities:

a. Establishment of less stringent compliance or reporting
requirements for small entities;

Establishment of less stringent schedules or deadlines for
compliance or reporting requirements for small entities;

c. Consolidation or simplification of compliance or reporting
requirements for small entities;

d. Establishment of performance standards for small entities to
replace design or operational standards required in the
proposed rule; and

Exemption of small entities from all or any part of the
requirements contained in the proposed rule

6. This section does not apply to rules mandated by federal law.

There is a good chance that requiring additional bonding could make It impossible for
small businesses first licensed within the past six years to continue operating, or for a
new licensee to establish a grain business in North Dakota. Requiring additional
bonding for new licensees may be challenged as discriminatory. Ifso, licensees could
initiate legal action against the State of North Dakota, resulting in legal costs to the
State for defending such an action.

Takings Assessment

North Dakota Century Code Section 28-32-09(1) requires an agency to prepare a
written assessment of the constitutional takings implications of a proposed rule that may
limit the use of private property.

None of the proposed rules constitutes a taking of private real property so no Taking
Assessment is being prepared.
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Public Service Commission Case No. GS-14-761
Gas Pipeline Safety
Rulemaking

PUBLIC SERVICE COMMISSION STAFF TESTIMONY

December 15, 2014

My name is Patrick Fahn. I am the Director of the Compliance and

Competitive Markets Division with the Public Service Commission. The

Commission's gas pipeline safety program is one of the Division's tasks. The

purpose of my testimony is to explain the proposed changes to the

Commission's administrative rules pertaining to adopting, by reference in

state administrative rule, the most recent amendments to pipeline safety

regulations adopted by the United States Department of Transportation,

Pipeline and Hazardous Materials Safety Administration (PHMSA).

For gas pipeline safety, this proposed rule change adopts rule

amendments to safety regulations that have been adopted by PHMSA since

June 22, 2011, current to November 6, 2014. A description of those PHMSA

rule amendments is attached.

For hazardous liquids pipeline safety, the Public Service Commission

currently has statutory authority concerning pipeline safety but hasn't initiated

a hazardous liquids safety program agreement with PHMSA. The

Commission intends to initiate a safety program agreement with PHMSA in

2015 and is therefore adopting PHMSA hazardous liquids pipeline safety

12 GS-14-761 Filed 12/15/2014 Pages: 2
PSC staff testimony
Public Service Commission



This concludes my testimony. I would be happy to answer any

questions at this time.Thank you.

staff Testimony inCase No.GS-14-761
Deoemtier 15,2014
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Public Service Commission Case No. AD-14-762

Practice and Procedure

Rulemaking

PUBLIC SERVICE COMMISSION STAFF TESTIMONY

December 15,2014

Good afternoon Commissioners, my name is Austin Lafferty. I am a legal

intern with the Public Service Commission's legal department. The proposed

procedural rules before the Commission create changes in four areas: (1) the

service of formal complaints; (2) individual customer notice in utility rate related

cases (bill staffers); (3) appearances at formal hearings, and (4) protection of

information.

f1) Service of Formal Complaints (N.D. Admin Code §6 69-02-02-02 and 03)

The existing procedure for serving formal complaints is being clarified,

rather than changed by the proposed rules. The current language can be

ambiguous, and the proposed changes incorporate current practices to clarify

that the complaint and notice of hearing may be served concurrently, or

separately.

The proposed rule currently calls for both the complaint and notice of

hearing to be served at least 45 days prior to the hearing date. However, upon

further review of the standards set forth in North Dakota Century Code Section

28-32-10, we recommend that the proposed rule be revised to require that only

the complaint must be served at least 45 days before the hearing date. This

change would allowthe notice to be served with the complaint (at least 45 days

12 AD-14-762 Flled12/15/2014 Pages: 4
PSC staff testimony
Public Service Commission
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before the hearing), or later, so long as It Is served as required by law, usually at

least 20 days before the hisarlng. This proposed change is attached to this

testimony for your review.

The proposed rules also slightly alter when an answer to a complaint may

be filed, changing It to twentydays from service of the complaint rather than from

service of the complaint and notice of hearing. It is usually more efficient to

serve the complaint alone first, and then later schedule the hearing and Issue

noticeafter the parties have knowledge of the case and are able to provide input.

f2) Rate Case Bill Stuffers fN.D. Admin Code S 69-02-04-01)

The existing rule lists several cases in which the applicant utility must

provide Individual notice of the application to customers. The proposed change

adds one additional type of case, an advanced determination of prudence, case,

to this list. Advanced determination of prudence cases have ratemaking

consequences and thus should require Individual customer notice. Current

practice Is to require and provide Individual customer notices in these types of

cases due to the ratemaking consequences, so the rule change should have no

Impact on industry, customers, the public, or other stakeholders.

(3) Appearances at Formal Hearings fN.D. Admin Code S 69-02-04-02)

The existing rule requires that staff analysts who work on the case be

noted in the Appearances. At hearings, counsel Introduces the staff working on

the case, but the rule requiring these staff members be listed In the Appearances

has been inconsistently followed and serves no discernable purpose. Repealing

that language would have no impact on any stakeholder.

staff Testimonyin Case No.AD-14-762
December 15,2014
Page 2
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iA\ Protection of Information (N.D. Admin. Code Chapter 69-02-09)

The current rules provide the procedure to use when an applicant

wants to protect information from disclosure under North Dakota's open records

requirements. As written, the rules appear to apply only to requests regarding

"trade secret information," although they have been used when processing

applications to protect othertypes of information, as well. Since the writing of the

exisiting rules, the legislature has added several additional open records

exemptions. This chapter is being revised to reflect the existence of these

additional exemptions and accommodate filings that may deserve protection

under current state law, but would not be considered "trade secret filings."

Additionally, for certain telecommunications filings, case by case applications for

protection, and case by case processing, will no longer be necessary, saving

time and costs for both the telecommunications companies and the state.

To date, there was only one comment filed on the proposed rules,

specifically for Chapter 69-02-09, Protection of Information. This comment

addressed two typographical errors that should be made. One is to add a new

line item (69-02-09-13) to the list of sections at the beginning of the Chapter, and

the other to change a mistyped number in the new language added to section 69-

02-09-12. The language should reference section 13, not section 14.

These changes make the rules more versatile, more useful, more easily

implemented, and clearer to those asking for protection for information,

especially for information that is not strictly "trade secret." These changes will

have no negative impact on regulated industry, the Commission, the state, the

staffTestimony in Case No. AD-14-762
December 15,2014
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public or any other stakeholder. Theonly impact ftom these changes will be to

make filing and processing ofapplications to protect information easierand more

efficient foreveryone involved.
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Public Service Commission Case No. GE-14-763
Licensing
Rulemaking

PUBLIC SERVICE COMMISSION STAFF TESTIMONY

December 15,2014

Good afternoon Commissioners. For the record, my name is Sue Richter. I'm the

Public Service Commission's Licensing Division Director. The Licensing Division is

directly responsible for licensing and regulating grain elevators and grain buyers in

North Dakota.

The Commission is proposing amendments to change the way grain warehouse

and grain buyer bonds are determined. The reason for this rulemaking is twofold. First,

the last rulemaking revising bond requirements was in 1999. Since 1999, there have

been 16 insolvencies with payments to noncredit-sale contract (cash) claimants of less

than 10% in three failures, 31% to 43% in two failures, 62% to 72% in two failures, and

93% to 100% in eight failures. For one failure, the Commission didn't make payment

because claims were withdrawn. The three insolvencies in which claimants received

less than 10% of their valid cash claims involved a roving grain buyer and two

processing facilities. Only one of the 16 insolvencies involved a facility-based grain

buyer. Eleven of the 16 insolvencies involved entities licensed less than seven years.

Over the years, the Commission has considered the issue of grain bond levels

and the impact of the bonding requirements on recovery in the event of insolvency. In

2008 and 2009 the Public Service Commission met with various members of the

agriculture community and interested legislators to discuss whether current bonds were

13 GE-14-763 Filed 12/15/2014 Pages: 12
PSO staff testimony
Public Service Commission
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inadequate, whether bonds should be Increased, whether a new "processor" class

should be created, or whether current bonds should remain as is. Bond discussions

have been ongoing.

The second reason for this rulemaking is in response to an audit by the North

Dakota Office of the State Auditor of the Public Service Commission for the biennium

ended June 30, 2013. The report issued by the State Auditor included a

recommendation that the Commission take steps to increase grain buyerbonds.

The Commission is proposing these rules to address the Commission's bonding

concerns, as well as the recommendation by the State Auditor.

Grain warehouse bonds are set forth in North Dakota Administrative Code

section 69-07-02-02. These current levels have been in place since August 1999 and

equal approximately $.50 per bushel for a licensee with a capacity up to 600,000

bushels, plus $.20 per bushel foreach bushel over 500,000 bushels.

The bond levels prior to the 1999 rulemaking were $1 per bushel for a licensee

with a capacity up to 500,000 bushels, plus $.20 per bushel for each bushel over

500,000 bushels. The proposed reduction in 1999 was due in part to a hugh shift in

marketing practices - a shift away from noncredit-sale contract (cash) to credit-sale

contract transactions which are not protected under a grain warehouse or grain buyer

bond if a licensee becomes insolvent.

This shiftaway from cash transactions to credit-sale contract transactions means

there are far fewer bushels that are eligible for protection under bonds. In 1999, Staff

estimated credit-sale contract transactions were as high as 60% of a grain

warehouseman's business. Based on infonnation obtained during grain warehouse

staff Testimony in Case No. GE-14-763
0ecemt)er 15,2014
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examinations. Staff estimates today's use of credit-sale contract transactions may be as

high as 65 to 70% of a licensees business. A credit-sale contract indemnity fund was

created by the 2003 Legislature to provide partial protection for unpaid credit-sale

contracts in grain elevator or grain buyer insolvencies which was not available in 1999.

There was no protection available to claimants with valid credit-sale contract

transactions priorto the indemnity fund.

The Commission is proposing rules that will change the way a grain warehouse

bond is determined, including requiring 30% additional bond coverage for newer

licensees licensed less than seven years and additional bond coverage for licensees

with substantial annual grain purchase volume. Since the 1999 rulemaking,

approximately 69% of the failures occurred during the first seven years of business.

This supports the requirement of additional bond for new licensees.

The Commission is proposing rules that will provide a reduction in the required

bond fora licensee that establishes and follows a shorter scale ticket conversion policy

approved by the Commission. Under North Dakota Century Code section 60-02-11, a

grain warehouseman must issue a scale ticket for each load of grain received and all

scale tickets must be converted into, cash, warehouse receipt, or credit-sale contract

within 46 days after the grain is delivered. In the event of insolvency, the untimely

conversion of scale tickets creates a greater risk to the farmer. When a scale ticket is

converted in a shorter period of time, the risk to a farmer decreases and less bond may

be needed.

Substantially larger liabilities may be associated with insolvencies of licensees

that purchase larger volumes of grain. Because of this increased risk, the Commission

staffTestimony in Case No. GE-14-763
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is proposing rules that will require additional bond to helpalleviate some of this risk. A

grain warehouse licensee with an annual purchase volumeof more than seven times Its

licensed capacity must file additional bond of $.20 per bushel for each bushel that

exceeds this amount. A licensee that handles a smaller volume of grain has a smaller

risk and Is not required to file additional bond.

Facility-based grain buyer and roving grain buyer bonds are set forth In North

Dakota Administrative Code section 69-07-02-02.1. These bonding requirements were

changed In August 1999, amended In August 2000, and have been In place ever since.

A facility-based grain buyer Is a grain buyer who operates a facility under the United

States Warehouse Act (USWA) and whose storage obligations are governed by the

USWA license. Only the cash and credit-sale contract transactions of a facility-based

grain buyer are governed by North Dakota law. A roving grain buyer Is a grain buyer

who does not operate a facility In North Dakota where grain Is received.

Currently, the bond for a facility-based grain buyer and a roving grain buyer Is

determined by the three-year rolling average of grain purchased annually In North

Dakota by the licensee. The bond amounts are $.50 per bushel for the first 100,000

bushels, plus $.20 per bushel for each bushel over 100,000 and up to 1,000,000

bushels, plus $.05 per bushel for each bushel In excess of 1,000,000. For a new

licensee, the first year's bond Is based on the projected grain purchase volume and the

second year's bond and third year's bond are based on the average actual volume.

The proposed rules do not change the way the bond for a facility-based grain

buyer Is determined, they do however, change the way the bond for a roving grain buyer

Is determined. A roving grain buyer bond will be based on the total projected annual

staff Testimonyin Case No. GE-14-763
December 15,2014
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grain purchase volume at a rate of $.50 per bushel for the first 500,000 bushels, plus

$.20 per bushel for each bushel in excess of 500,000.

The proposed rules will also increase the maximum required bond for all

licensees. Currently, the maximum bond for a grain warehouseman and a roving grain

buyer is $1,500,000 and the maximum bond for a facility-based grain buyer is

$1,000,000. The maximum required bond for all licensees will be $2,000,000. The

$50,000 minimum bond for all licensees will not change. The Commission may require

an increase in the amount of any bond when necessary to accomplish the purposes of

North Dakota Century Code Chapter 60-02 and 60-02.1.

Farmers will benefit from these proposed rules in the event a licensee becomes

insolvent since there should be more bond available to distribute to unpaid noncredit-

sale contract (cash) claimants.

Staff created a power point presentation outlining the current and proposed

bonding requirements. Also included was an example using the proposed rules to

calculate a grain warehouse bond based on capacity, years licensed, a large annual

grain purchase volume, and bond credit for a shorter scale ticket conversion policy.

Attached to my testimony are the relevant pages.

This concludes my testimony. I'll try to respond to any questions you might have.

staffTestimony in Case No. GE-14-763
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Good Afternoon Chairman Kalk, and Commissioners Christmann and Fedorchak.

My name is Randy Melvin. I am a fourth generation farmer from Buffalo, North

Dakota in Cass County. I currently serve as the public policy committee chairman

for the North Dakota Corn Growers Association, which represents over 1,300

members across our state. Iappreciate the opportunity to give input on behalf of

our organization as to why changes to our bonding laws are necessary.

The North Dakota Corn Growers Association supports improvements to our

bonding laws in order to better protect farmers in the case of financial defaults.

On August 21, 2009 the Corn Growers and a number of other organizations

submitted testimony on the structure of bond levels in North Dakota. At that

point in time the Corn Growers were convinced that our capacity based system of

bonds was outdated. We stated in a letter dated September 30, 2009 that the

commission should consider financial value vs. physical storage capacity as a

mechanism for issuing bonds. There were no changes that came out of the 2009

hearings.

In 2013-14 we co-funded a study along with the North Dakota Soybean Growers

Association and the US Durum Growers Association. This study by Dr. William

Wilson and Bruce Dahl of the Department of Agribusiness and Applied Economics

at North Dakota State University entitled "Risk Exposure of Financial Failure for

North Dakota Grain Handling" was concluded in October of 2014. The report

documents the risks to growers and the mechanisms used to mitigate risks

related to buyer default. Along with our testimony here today, we wish to place a

copy of this report into the public record.

The report contains five sections, with recommendations on page 24.

Dr. Wilson compiled a detailed analysis of mechanisms our state and others offer

to protect farmers. At the heart of the matter is market volatility. Dr. Wilson's

work suggests that volatility (as conventionally measured) has increased from

about .18 in the early 1980's to about .4 or more in recent years. This increase is

due to a change in commodity price levels, and the increased cost and value of

inputs (notably fertilizer). Other key points in the study are an evaluation of how

volumes handled by individual shippers have increased, and a simulation model

Page 2 of 4



(or stress test) ranking the most-to-least important factors that would contribute
to financial stresses. In 2000-01,100 car shippers were 9% of total grain handling
capacity, in 2012-13, these facilities accounted for 44% of total grain capacity.
Clearly we have seen more concentration inthe last 12year period.

Rather than reading the report in its entirety, I would like to focus on the
recommendations on page 24 and summarize them.

Recommendations for further review and/or analysis: The purpose of this study was to
identify thechanges in relevant risks that confront grain and oilseed producers in North Dakota
and to assess theadequacy of mechanisms designed to mitigate these risks. The intent was not
to prescribe specific changes but, rather, to identify those areas worthy of consideration for

legislative chances to assure protections for growers. It appears that the most important
considerations for North Dakota include:

1) Increasing the maximum payment fromthe indemnity fund. Currently, the fund pays
80% of the claims, up to a maximum of$280,000 per producer.

Given the increase in producer size, production and market volatility, this value is
probably inadequate. Indeed, given current market parameters, the maximum would
have to increase to provide equivalent coverage as originally intended by this
mechanism.

Allow me to add to this point: In 1991, estimated gross receipts per farm were

$100,000. In 2012, that number was $803,351.

2) There are several recent insolvencies that could potentially lower the Indemnity
fund balance to near $3.6 million, which is much less than earlier minimum levels
at which assessments would be re-imposed.

3) Re-evaluating the structureof the mechanisms. Alternatives includeconsidering

• Value of the commodity. Currently, the mechanisms in North Dakotaare based
on storage capacity (or sales).

• Wliether to use indemnity fiinds or bonding, or to use both. Currently, North
Dakota is one ofthe few states that uses both methods.

• Adding net worth requirements. Typically, minimum networth requirements are
imposed and an additional bond is required to make up the difference for
shortfalls.

Page 3 of4
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• The relationships between claims and indemnity fond min/max suggest that,
if average payouts for claims increase, then minimums and maximums for
the indemnity fond would likely need to increase to be consistent with other
states.

4) Dry beans: This crop has greater risks than other crops. Other states'
bonding requirements for dry beans are much greater than those in North
Dakota.

In conclusion, the North Dakota Corn Growers Association will go on record as

supporting a thorough review of North Dakota's current bonding structure. We

view the study "Risk Exposure of Financial Failure for North Dakota Grain

Handling" as good analysis. We believe this will help enhance the dialogue for the

Public Service Commission to make the most beneficial changes. We thank the

Commission for your attention to the issue of improving farmer protections. I

would be happy to answer any questions but would defer any technical questions

on this study to Dr. WilliamWilson to accurately answer.

Page 4 of 4
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Risk Exposure ofFinancial Failure for North Dakota Grain Handling

Introduction

An important element of risk for North Dakota grain and oilseed growers is commonly
referred toas"counter-party" risk for transactions involving grain sales and input purchases.
Growers are exposed to some elements of riskrelated to default on transactions with buyers and
input suppliers. Mechanisms exist in North Dakota (and in most states) to protect growers
against buyer default. The purpose of these mechanisms is to protect grain sellers against default
of the grain buyer. Thesemechanisms include requiring buyers to be licensed and to havebond
coverage. Detailed statutes explain these mechanisms and requirements inaddition to the
process of reclaiming iosses.

The exposure to risk has escalated in recent years. There have been important changes
that impact riskof default. First, price levels have increased. Whereas corn,soybeans and wheat
were traditionally in areas of$3, $7 and $5/bushel, these values have now increased by a factor
of nearly two and are more recently in the area of$4-6, $11-12and $7-8, respectively,and, have
since declined. Second, the volumes handled by individual shippers have increased due, in part,
to the shift in commodities, the adoptionof shuttle facilities and consolidation. Third, volatility
(risk) for all prices has increased. Our work suggests that the volatility (as conventionally
measured) has increased from about .18 in the early 1980sto about .4 or more in recent years.
Fourth, the increased cost and value of inputsas well as their volatility (notably fertilizer) have
escalated. The combination of these changes has heightened the risk exposure for all firms in
this industry and its supply chain. While the grain handling sector is well managed and has had
limiteddefaults, the mechanisms and protections offered to growerswill escalate in importance
as these changes ensue.

The purpose of this report is to document risks to growers and the mechanisms used to
mitigate risks related to buyerdefault. This report is structured as follows: First,current North
Dakota programs are discussed. Second, mechanisms used in other states are examined, and
proposed/recent changes are summarized. Third, changes in growers' risk exposure in North
Dakota are examined, and changes in North Dakota grain-elevator characteristics are

summarized. Fourth, estimated default probabilities for U.S.grain handlers are examinedover
time. Fifth, results froma simulation model are presented. Finally, recommendations are
discussed.

North Dakota Grain BuycrAVarehouse Bankruptcy Programs

North Dakota has two programs that provide coverage for grain-buyer financial failures.
The first has two parts: the grain warehouse licensing and bondingprogram, and the grain buyer
licensing and bonding program. These programs require warehouses and grain buyers to be



licensed and to submit a bond which is dependent onthe warehouse's rated storage capacity and
on thegrain buyer's average salesover the last3 years.

The second program is the North Dakota grain insurance fund which provides coverage
for credit sales (which are not covered by the grain buyer's bond). The North Dakota grain
insurance fund, or credit-sale indemnity fund, was established in2003 tocover credit sales
deferred for more than 30days. The fund assesses $2per $1,000 ofcredit sales' value; when the
fund rises to$10 million, the assessment isdropped until the fund declines to $6 million; then,
the assessment isre-imposed. In 2007, the ma.ximum fund was dropped from $10 million to $6
million, andthe minimum was lowered from $6 million to $3 million. Theindemnity fund pays
80% of claims, up toa maximum of $280,000 perproducer.

North Dakota licenses warehouses forstorage and requires bonding, witha minimum
bond of$50,000 uptoa maximum of$1.5 million. The minimum bond requirements are
assessed from a bond schedule based on storage capacity. Grain buyer licenses canbe either
facility based, or for roving grainbuyers. There is alsoa federal bond that is required for
licensed federal storage capacity. Thefederal bond alsorequires a minimum bond of $50,000
and a maximum of$1 million. The minimum bond requirement is basedon the average the last
3 years of volumes handled. Bonds on file forethanol plants appearto beequal to the required
bond for thewarehouses' storage capacity.'

There have been 40 insolvencies for the North Dakota Grain Warehouse and Buyer

Programs since 1975, with periods of multiple insolvencies (the early and late I980's, the late
I990's to early 2000's, and from 2007 forward (Figure I). There have been 11 insolvencies
since2007 (Appendix TableBI). The recent insolvencies included ninegrainwarehouses and
two roving grain buyers, andthree of these insolvencies made claims on theCredit-Sale Contract
Indemnity fund. The insolvencies included two in 2007, three in2009,two in 2010, one in2011,
two in 2012 andone in 2013. The total payouts for claims against the three Indemnity fund
insolvencies ranged from $110,315 to $330,630.

A recent insolvency. Earth Harvest Mills in 2013,whichwas still in process when
Appendix Table BI wasdeveloped, wasrecently completed with theclaims paid amounting to
$948,630(ND PSC,2014a). This claim was the largestone paid, to date, fromthe Indemnity
fund and left a balance around $4.5 million in the fund (Port, 2014). Three other claims

(Mitchell Feeds, Anderson Seedand Falkirk Farmers Elevator Co)arestill in the process of
completion with significant claimson the Indemnity fund forat leasttwoof them(ND PSC
20I3a,b). These twoclaims couldpotentially lower the Indemnity fund balance to near$3.6
million, and thebalancecould be further impacted dependingon whatoccurswith the Mitchell

^ Ethanol plants have lower bonding requirements because thebond is based onstorage capacity. Ethanol plants
usually have a higherturnover rate thanelevators having similarstoragecapacity.
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Feeds insolvency. There is a trend for the size ofthe claims paid by the Indemnity fund. These
claims have increased from 2007 with the latest one being the largest at$948,953.
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Figure I. North Dakota Warehouse/Grain Buyer Insolvencies perYear.

The probability of insolvencies occurring foranyyear wasestimated (Figure 2). The
probabilities calculated indicates that North Dakota warehouse/grain buyer programs
experienced no insolvencies peryear about 46% of the time, I insolvency 23% of the time, 2
insolvencies about 18% of the time, etc. from 1975 to2013. The estimated probabilities also
indicate that the likelihood ofat least I insolvency in a year isabout 54%. The probability of I
or less insolvencies in a year was 69%; twoor less insolvencies was 87%;and 3 or less
insolvencieswas 97% (Figure 3).
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Mechanisms in Other States

States generally have either indemnity funds orbonding programs. Only North Dakota
and Oklahoma have both, while Oregon has neither. States that only have bonding include:
Alabama, Arkansas, Colorado, Georgia, Kansas, Maryland, Minnesota, Mississippi, Missouri,
Montana, Nebraska, South Dakota, Texas, Virginia and Wyoming. States that only have
indemnity funds include: Idaho, Illinois, Indiana, Iowa, Kentucky, Louisiana, Michigan, New
York, Ohio, South Carolina, Tennessee, Washington and Wisconsin (AGRO, 2014).

Most states with bonding have warehouse bonding requirements. A few have both
warehouse and grain buyer bonding requirements (Alabama, Colorado, Georgia, Minnesota,
Mississippi, Missouri, Montana, Nebraska, North Dakota, South Dakota and Virginia). It is
notable that other states with grain buyer bonding requirements apply the bond based ona
percentage of the value ofagricultural commodities purchased inthe prior year (Colorado,
Minnesota, Missouri, Montana, Nebraska andSouth Dakota) while North Dakota uses a three
year average for volumes handled as the basis for its bonding requirements.

Two of thestates with bonding apply different requirements for dry bean warehouse
storage bonding requirements than forcommodity grains (Colorado and Wyoming). The
Colorado requirements for drybeans imply bonding requirements could beupto three times
higher than for a similarly sized non-dry bean facility overone for commodity grains. Nebraska
varies thebonding requirement based on the type of storage (normal vs. without turning or
aeration capabilities). Virginia splits itsbonding requirements into two categories: grain dealers
(who can purchase or store grain from Virginia growers) andgrain handlers (who canbuybulk
grain andeitherresell thegrain or grain products, butcannot purchase or store grain from
Virginia growers).

Several states also impose networth requirements which, if violated, require an
additional bond to be licensed (Colorado, Kansas, Missouri, Nebraska, Texas and Wyoming).
These net worth bonding requirements typically require networth toequal 20 to25 cents/bu. of
storage capacity, andan additional bond is required to make up thedifference forshortfalls.
Most states treatbonds forgrain buyers and warehouses separately, so a firm that both buys and
stores grain would require two bonds. Colorado determines it's bonding requirements as the
maximum of eithertheestimated bond forthewarehouse or the grain buyer.

In addition to stateregulations, there are bonding requirements to become a federal
warehouse. Theserules aresimilar to statelevel bonding requirements inseveral of thestates.
Bond requirements are scaled based on storage capacity andrequire 20cents/bu. for the first I
million bushels ofstorage, 15cents/bu. for I million to 2 million bushels and 10cents/bu. for
storage capacity over2 million bushels. Theminimum bond required is$50,000, andthe



maximum is$500,000. Also, anadditional bond is required if the firm's networth falls below
25 cents/bu. of storagecapacity.

The Association ofGrain Regulatory Officials (AGRO) conducted a study on the
characteristics of indemnity funds for those states that offered them (AGRO, 2013). It found
minimum andmaximum sizes for insurance funds variedby state. The lowest specified
minimum for an insurance fund was $I million dollars for New York and Oklahoma. The

highest minimum was $10 million dollars for Idaho and Indiana. Maximum amounts for the
insurance funds ranged from a low of $3 million in Washington toa high of $15 million in
Indiana (Table I).

Most insurance funds covered "priced later" sales. Only Iowa, Louisiana andOklahoma
didnotcover "priced later" sales. The maximum coverage for claims varied from 80 to 100%,
with the lowest coverage by Indiana, Kentucky, North Dakota, NewYork andOhio; andthe
highest coverage was bySouth Carolina. North Dakota and Illinois also impose maximum limits
on farmerpayouts in addition to coverage limits. North Dakota limitsfarmerpayouts to
$280,000 per farmer while Illinois limitsthe amountto $250,000 per farmer. The insurance
funds have been in operation fora range ofyears. The Oklahoma fund started in 1980 andwas
the oldest. The Louisiana fund started in 2008 and was the newest.

Table I shows the total failures and claims paid, from which we calculated the average
failure peryearof operation and theaverage claims paidper failure. Most stateshad failures that
averaged less than oneperyearandaverage claims were generally less than $400,000 per failure.

The averageclaims per failure, by state, were fitted for a relationship with either the
maximum or minimum of the state's indemnity fund (Appendix Figures AI-A2). These
relationships suggest thatNorth Dakota actually hasa slightly higher minimum indemnity fund
value related to its averageclaims per failure than in other states, although the value is not as
high as Ohio, Indiana or Idaho. For the relationship betweenaverageclaims per failure and the
indemnity fund's maximum. North Dakota is about on average with that implied across all states
with indemnity funds(Appendix FigureA2). These relationships suggestthat North Dakota's
Indemnity fund minimumand maximum values are in line with other states. These relationships
also suggest that if average payoutsforclaims increase, the size ofthe minimum and maximum
for the state's indemnity fundwould likely need to increaseto be consistentwiUi other states.

If we include the latest insolvency against the indemnity fund (The Earth Harvest Mills
insolvency was not completed at the time of the AGRO study), this increases North Dakota's
average claimper failure from $94,363 to $216,937. Thisvalue doesnot include potential
payouts for theseveral unresolved insolvencies which could increase average claims per failure
to around $341,000. This levelofaverageclaims per failure further shiftsNorth Dakota's
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position for minimum and maximum fund sizes toa smaller than average position across the
states. It isnotable that North Dakota's average claims perfailure $216,937 would still be less
thanthatobserved in most otherstates (Idaho, Illinois, Indiana, Iowa, Louisiana, Ohio and
Oklahoma) ranging from $251,350 inIowa to$853,205 inIdaho. Only Kentucl^, Michigan,
NewYork, South Carolina, Tennessee, Washington and Wisconsin have lower average claims
perfailure. At$341,000 perclaim, only Idaho, Indiana, Louisiana and Ohio would have higher
claims per insolvency.



0
0

Ta
bl

e
1.

Se
le

ct
ed

C
ha

ra
ct

er
ist

ic
so

fS
ta

te
In

de
m

ni
ty

/In
su

ra
nc

e
Fu

nd
s'

St
ate

M
in

im
um

M
ax

im
um

Co
ve

r
M

ax
Fa

rm
er

M
ax

Es
tab

lis
he

d
Fa

ilu
re

s
A

ve
ra

ge
To

tal
A

ve
ra

ge
Pr

ic
e

La
te

r
C

ov
er

ag
e

Pa
yo

ut
Fa

ilu
re

s
pe

r
C

la
im

s
Pa

id
C

la
im

s/
Fa

ilu
re

($
M

ill
io

n)
($

M
ill

io
n)

S
al

es
(P

er
ce

nt
)

(S
)

Y
e
a
r

T
o

ta
l

Y
e
a
r

($
)

($
)

ID
1

0
1

2
Y

9
0

1
9

8
9

1
2

0
.5

0
10

,2
38

,4
59

8
5

3
,2

0
5

IL
2

6
Y

8
5

2
5

0
,0

0
0

1
9

8
3

8
2

2
.7

3
2

1
,2

0
3

,5
1

9
2

5
8

,5
8

0
IN

1
0

1
5

Y
8

0
1

9
9

6
11

0
.6

5
4,

28
0,

70
3

3
8

9
,1

5
5

lA
3

8
N

0
1

9
8

6
5

8
2

.1
5

1
4

,5
7

8
,3

0
4

2
5

1
,3

5
0

K
Y

4
Y

8
0

1
9

8
4

1
4

0
.4

8
2

,4
1

5
,2

6
7

1
7

2
,5

1
9

L
A

3
6

N
0

2
0

0
8

1
0

.2
0

4
0

0
,0

0
0

4
0

0
.0

0
0

M
l

3
5

Y
9

0
2

0
0

3
6

0
.6

0
9

2
0

,3
8

2
1

5
3

,3
9

7
N

O
3

6
Y

8
0

28
0,

00
0

2
0

0
3

6
0

.6
0

5
6

6
,1

7
8

94
,3

63
N

Y
1

4
Y

8
0

1
9

8
4

6
4

2
.2

1
4

,5
6

5
,3

8
6

7
1

,3
3

4
O

H
8

1
0

Y
8

0
2

0
0

4
3

7
4

.1
1

12
,7

10
,7

98
3

4
3

,5
3

5
O

K
1

6
N

0
1

9
8

0
1

4
0

.4
2

4
,3

0
0

,0
0

0
3

0
7

,1
4

3
S

C
1

.5
5

Y
1

0
0

1
9

8
2

1
0

7
3

.4
5

2,
85

0,
35

3
2

6
,6

3
9

T
N

1
0

Y
8

5
1

9
9

0
6

0
.2

6
9

5
8

,9
9

5
1

5
9

,8
3

3
\V

A
3

Y
Sl

id
in

g
1

9
8

7
0

0
.0

0
0

0

W
1

1
6

Y
2

0
0

2
0

0
.0

0
0

0

S
ou

rc
e:

D
er

iv
ed

fr
om

A
R

G
O

(2
01

3)
.

'•
O

nl
y

st
at

es
ha

vi
ng

in
de

m
ni

ty
fu

nd
s

ar
e

sh
ow

n.
M

an
y

M
id

w
es

te
rn

w
he

at
pr

od
uc

in
g

st
at

es
in

cl
ud

in
g

th
e

ne
ar

by
st

at
es

of
M

N
,

M
T

an
d

SD
on

ly
ha

ve
bo

nd
in

g
pr

og
ra

m
s

,
\



(^ n

Changes/Proposed Changes toState Regulations

South Dakota requires licensing and bonding ofwarehouses and grain buyers.
Warehouses are required to submit aminimum bond that is equal to the maximum of$25,000
times the number offacilities or 50% ofthe value ofgrain in storage. The value ofgrain in
storage must be reported monthly (SD Public Utilities Commission, 2014). In 2013, the South
Dakota law was changed from requiring the last annual financial report to be licensed to
requiring more frequent information about financials, thus requiring buyers to self-report
financial difficulties to the South Dakota Public Utilities Commission ifthe firm experiences
financial trouble (GrainNet, 2013). The South Dakota Public Service Commission proposed
changing the rules for oral credit sales in July 2013, and changes were enacted in September
2013. The new rule required that contracts be mailed to the farmer; then, the farmer has 48hours
to object in writing, orthe contract goes into effect (Pates, 2013).

Iowa has an indemnity fund with a maximum of $6 million. The fund assesses .014
cents/bu. on grain transactions and .014 cents/bu. onstorage capacity for grain warehouses, and
producers are charged .25 cents/bu. on grain sold. The fee was stopped in 1989, however, fees
are still collected for grain buyer's license fees. This fund only covers loses for cash sales and
does not cover losses on credit sale contracts (South Dakota Fanners Union, 2013).

In 2013 Ohio increased the size of its indemnity fund and made farmers first in line for
assets in the case ofa bankruptcy (Seachrist, 2013). The language covering the order ofclaims
on assets removed the ambiguity ofpreferences on claims but retained farmers as having prioity.
The Ohio indemnity fund allows lenders to participate. Ohio increased the indemnity fund
minimum/maximum from $8/$10 million to$10/$ 15 million. The fund, which contained $8
million, would collect a 14 cent/bu. levy until the fund capof$15 million is reached. Then, the
levy issuspended until funds drop to $10 million. The fund generally reimburses 100% for
storage grain, deferred payments up to90days with a signed agreement and insufficient funds
checks (Moore, 2012). Thefund provides 100% coverage for the first $10,000 and 80% of the
balance for delayed price grain and basis grain. Lenders have the ability to use the grain
indemnity fund by asking handlers toutilize state warehouse receipts (OABA, 2014).

The Texas Grain Producer Indemnity Board proposed an indemnity fund that would be
designed to mitigate up to 90% oflosses when grain buyers fail (Texas Department of
Agriculture, 2013). The fund would have madean assessment of0.2% to 0.6%of the final value
ofthe sale to fund the indemnity atthe first point ofsale grain buyer. However, the proposal
required a two-thirds vote to be adopted, and growers voted not toadopt the Texas Grain
Producer Indemnity Board(Smith,2013).
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Nebraska hasa bonding/surety mechanism. TheNebraska Public Service Commission
brought upthe idea of an indemnity fund in2008 and 2009. Little support existed from the
state*s commodity and farm groups in 2009 (Dakota Farmer, 2009).

Changes in Risk Exposure for Growers

Crops grown and farm sizeshavechanged over time forNorth Dakota farmers. Inan
effort to examine the riskexposure of farmers, we constructed an average size farm and applied
planted and harvested acres,yieldsand marketing year prices to derivea measureofgross
receipts. Farm sizesweretakenfrom Swenson (Various), reported an average size farm for
commercial operators inNorth Dakota. Cropmixwasestimated as theproportion of total
planted acresdevoted to individual crops by year. The ratioof harvested to plantedacres was
estimated from actualNorth Dakotaplantedand harvested acres, by year, from 1990 to 2013
(USDA-NASS, 2014). Yieldsand marketing year prices werealso obtainedfrom USDA-NASS
(2014). Gross receipts from cropsaleswereestimated by cropandaggregated. Grossreceipts
wereestimated by multiplying harvested acres by yields and marketing year averageprices.

Estimated gross receipts per farm grewfrom about$100,000 in 1991 to $803,351 in2012
(Figures4-5). The increasein gross receiptswas due to increased farmsizes, changes in crop
mix, increased yields, and higher prices for crops. Farmsize grew from 1,387acres in 1991 to
around2,000acres from2007 forward. The crop mix shifted toward higher productionofcorn,
soybeans,canola and durum wheat,and away from barley, sunflowers,spring wheat and winter
wheat. Marketing year average pricesfor 2013 increased, on average, from 1.8 to 4.1 times 1991
prices,withcornrising 1.8 timesand flax increasing 4.1 times 1991 prices.

The gross receipts per farm increased from about$100,000 in 1991 to over$800,000 in
2012, reflecting a large increase in farmers' risk exposure given the coverage limits for the
bondingand indemnity programs. The indemnity fund limits farmerpayouts to 80% of the
claim, up to a maximum of$280,000 per producer. This limit suggests that, in the early I990's
to early 2000's, an average farmer would likely not run into the maximum per farm limits. From
2007 forward, an averagefarmer in North Dakota would havesignificant risk exposure if all
crops were sold to a single firm and, even if split evenly between bondingand indemnity
programs, may exceed grower limits for maximum payments. In fact, in the most recent
insolvency, twoclaimants had claims exceeding the $280,000 payout limit (ND PSC, 2014a).

The indemnity fund would potentially providecoverage for up to a maximumof
$350,000($280,0007.80) in gross receipts. For a farm in 1991 to obtaingross receiptsofabout
$350,000, a farm size ofabout 4,725 acres is implied. In 2003, the year the indemnity fund

10
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Figure 4. Gross Receipts for an Average Size Farm, North Dakota, 199! to 2013.
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wasestablished, this limitwouldcover an average farm of2,680 acres. In 2013, the payment
limit would onlyimply an average farm sizeof 1,160acres, ifthe maximum payment wereto
provide thesame coverage for thesamesize farm as in 1991, this'would imply a maximum
payment of$1,140,000 ($1,426,352 gross receipts *.S). If the maximum payment were to cover
a farm sizeequivalent to that in 2003, thiswould imply a maximum payment of about $650,000
($809,021 gross receipts *.8). Thus, the indemnity fund should provide lesscoverage to fewer
and smaller farms in 2013 than it did in 2003.

Volatility of monthly pricesreceived by growers was evaluated by marketing year from
1990 to 2013 forNorth Dakota (Appendix Figures C.I-C.7). These flgures show changesover
time withvolatilities increasing for somecrops(soybeans, durumand springwheat) and
declining forothers (dry beans). The increase involatilities adds risk forbothgrowers and
elevators. The results alsoshowthatdry beans aresomewhat more risky thanothercrops. This
iscomplicated further in thatprice risks fordrybeans are not readily hedgeable..

Changes for North Dakota Grain Handlers

Changes in the number, size and distribution ofgrain elevators in North Dakota have
beenongoing(Vachalarid Benson,Various). The numberof firms has declined from363 in
2000/01 to 292in 2012/13, and the total storage capacity has increased from 209,474,000 to
302,048,000 bushels (Figure6). With declining firms and increased totalstoragecapacity,the
distribution of firms by typeof elevatorshipping capability hasalsochanged. The proportion of
elevators by type is largely similarfrom 2000to 2012 lor firms with No Rail, Single Car or
Multi-Car capabilities. The proportion of 100 car shippers has increased and Unit trains have
decreased in importance (Figure 7). This relationship changes dramatically when we lookat the
shareofstoragecapacity. Most elevatorshippingtypes declined in termsof their share oftotal
capacity whilethe 100 car shippers grew from about9%ofcapacity in2000/01 to 44% of
storage capacity in 2012/13 (Figure 8).

The average volume handled by size of rail shippingcapabilities, shows increased
volumes per elevator, especially for the 100car shippers (Figure9). 100 car shippers grew in
average volume from8 million bushelsper elevator in 2000/01 to over 16 millionbushelsper
elevator in 2012/13. Whilethe turnover ratios for this category ofgrain elevators have been
declining, the sizeofstoragecapacityhas been increasing (Figures9-10). The net effect on
bushels handled has beenfor volumes to continueincreasing (Figure 11).

12
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Characteristics of North Dakota Ethanol Processors

Characteristics of North Dakota ethanol producers weredeveloped from the North
Dakota PSC (20l4b,c). These reports listgrain storage licenses for licensed storage capacity and
bonding levels. Average rated capacities wereobtained from industry sources. Using storage
capacity and rated capacities, prospective turnover rates were estimated assuming plants run at
rated capacities. Estimated turnover rates for the threeethanol plants were 6 for Underwood, 18
for Casselton and 33 for Hankinson (Table 2). These turnover rates are much higher than
averages reported forgrainelevators(Vachal and Benson, Various)).

Table 2. Characteristics ofEthanol P ants. North Dakota 2014.
City Licensed

Storage Capacity
Corn Use Based

on Ethanol

Production

Storage
Turnover Rate

ND Grain

Storage Bond
2014

Bushels Bushels Turns/year
Casselton 3,006,000 54,642,857 18 5,000,000

Underwood 3,644,000 21,867,857 6 880,000

Hankinson 1,441,000 . 47,142,857 33 40,000
Sources: ND PSC [20l4bc) and Industry Sources.

Estimated Default Probabilit}' of U.S. Grain Handlers

Industrystudies of annual reports typically evaluate characteristicsofannual reports by
industry and publish these for use in benchmarking participants in the industry. RMA is one
agency that publishesannual studies by industry (RMA, 2014). An industrysimilar to grain
elevators is that for Wholesale Grain and Field Bean Wholesalers (424510). RMA (2014)

reported 5 year histories ofestimated 1 and 5 year default probabilities, including the mean and
25% and 75% percentiles.

These defaultprobabilities show that, for U.Swholesale grainand field bean wholesalers,
the distribution of I year default probabilities was generally less than 1%for 2003/04 to 2012/13,
except for the 3 years from 2007/08 to 2009/10, with the largest increase in 2008/09. In 2008/09,
the I year defaults ranged from 1.76%,3.75% and 7.36% for the lowerquartile, median and
upper quartile of the distribution. The quartile results imply 25% ofdefault probabilities would
be lower than 1.75%, 25% would be between 1.76 and 3.75%, 25% would be from 3.75 to 7.36%

and 25% would be over 7.36%. Five year estimated default rates show the same pattern, with
most years from 2003/04 to 2012/13 below 8%; with the 5-year default rates increasing to 7%,
11%and 20% for the lowerquartile,medianand upperquartile of the distribution, respectively.
Again, the quartiles imply25% of the 5 year default probabilities would be less than 7%, that
25% would be from 7% to 11%, that 25% would be from 11% to 20% and that 25% would be

above 20%.
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Simulation Model

In order to quantify and illustrate the prospective risks of failure, we developed a
stochastic simulation model for a representative grain merchandiser (co-op and corporate) in
North Dakota. The model was used to illustrate the effect of risk and stresses on profitability. A
stochastic simulation model from McKee, Wilson and Dahl (forthcoming) was adapted for a co

op and corporate structure representativeofa North Dakota firm. This model simulated the
profitabilityof a North Dakotacooperative or corporate firm wheredistributions for volume
handled and gross margins were random."

Volume handled for com, soybeans and wheat was defined as representative of a North

Dakota shuttle elevator located in Stutsman County. The average handle was 17million bushels
peryear, ranging from a minimum of 15.3 toa maximum of 18.7 million bushels peryear.
Volumes per crop were estimatedas the proportion ofgrain handled by elevators in Crop
Reporting District5 (CRD5) for com (48%),soybeans (34%)and wheat(19%), respectively, and

' A detaileddescription and the assumptions for the model used hereare in Appendix D.
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were estimated from Vachal and Benson (2013) for 2012/13.^ Representative distributions were
based on industry contacts(Table3) for gross margins.

Table 3. Parameters forGross Margin Distributions of a Representative North Dakota
Elevator.

Minimum Most Likely Maximum

Com $0.10 $0.25 $0.40

Soybeans 0.12 $0.30 $0.60

Wheat $-0.20 $0.35 $2.00

Rail costs (tariffandfuel service charges) were assumed to be included in the gross
margin calculations. Shuttle premiums were modeled based on secondary carmarkets fordaily
car values (DCV). TheseDCVs wereeitheradded to grossmargins, if DCVs were negative, or
subtracted from gross margins, if DCVs were positive, implying a high costforshuttle rail
freight. Distributions for DCVswere estimatedusing data fromTradewest BrokerageCo.
(Various) from 2006 to 2014. Primiary car values wereobtained from BNSF (2014), and
distributions were estimated from 2006 to 2014. A discount rate of6% was used.

The model was run which represented a cooperative firm, and fora corporate firm. The
reason for modeling both ownership types is thedifference intax treatment across ownership
structures. Three cases weresimulated. The firstassumed a cooperative elevatorwith managed
freight as partof itsoperations, so freight wasassumed to be limited in variability (co-op-fixed).
In this case the elevator has covered its freightand for this reason, freight values were not at risk.
Thesecond was fora corporate elevator which wasalsoassumed to manage freight operations,
so freight was, again, considered to be limited in variability (corporate-fixed). The third
assumed a cooperative elevatorwhere freightwasnot coveredand had to be procured for all
shipments in the secondary market (co-op-risky).

Results: The three models were simulated in an unstressed version where all distributions were

assumed to beequal to the basecase; then, the distribution for freight (DCV)in year I was
stressed,representing a year with adverse changes in freightcosts. The resultsshowed
distributions for net present values (NPV)for the elevatoroperated overa 10year time frame.
Average NPVswere profitable for all three unstressed cases, showinglittleprobability of
negative NPVs during the 10 year horizon (Table 4).

^ Volumes of comandsoybeans shipped from CRDS areonlyreported in Vachal andBenson (Various) for themost
recentyearavailable, 2012/13. Volumes forstate levelshipments ofcom, soybeansandwheat from2006/07to
2012/13 reveal largeshiRs from wheattoward com andsoybeans.

^ Tliedistribution in Year I forfreight (DCV)wasstressed by forcing thedistribution toonlyallowthe choiceof
values in the top 10%of the distribution, thusonlyallowing forhighcostsforfreight.
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The NPV was higher for the co-op than for the corporate elevator, largely due to different
tax treatment. Variability ofNPVs nearly doubled in size when freight was shifted from fixed
(limited variability) to risky (reflecting the full purchase offreight in the secondary market). The
probability ofNPV being negative increased from .02% to 1.2% (Figure 13). While this result is
not the probability ofbankruptcy, it is the closest that can be approximated.

Coop/NPV

Values in MilGons

Statistics

CeB Input VaIue!H47

Minimurn •66.366.036.33

Maximum 36,024,967.50

Mean 16,669,082.88

Mode 19,101,206.29

Mecfian 17,169,056.74

Stdt)ev 6,092,478.96

Skewness •1.4656

Kurtosis 13.4280

Values 10000

Errors 0

FUtered 0

LeftX 0.00

LeftP 1.2%

RightX 25,346,288.70

RightP 95.0%

Dif.X 25.346.288.70

Costs.Figure 13. Distribution forNPV fora Co-op with Risky Freight Costs

The sensitivity of NPV tochanges in the value of random inputs shows that the base
unstressed co-opand corporate firms with fixed freight weresimilarly affected by randomness.
Both caseswereaffected the most by margins forwheat, soybeans and corn,withmargins in
early years having the largest impact and then declining with time. For example, a I unit
increase in wheat margins inyear I would increase the NPV by .34 while a I unit increase in
wheat margins inyear 10 would only increase NPV by.20(Table 4). The sensitivity of the co
op-risky case to input distributions showed a change, where freight costs (DCV) had the largest
impact on NPV, followed by margins for wheat, soybeans and corn. Here, a I unit increase in
freight costs, reduced the NPV by .33 in year I and by .19 in year 10. The effect of the crop
margins on the co-op risky case also declined in impact from the freight fixed cases. Thus, a I
unit increase in wheat margins in year I only increased the NPV by .20 while, in the fixed freight
cases, it increased NPV by .34.

When we stress the cost for freight inyear-1 (ofthe 10 year time horizon) tobeinthe top
10% of thedistribution, it has limited impacts on NPV when freight is fixed. However, where
freight is risky, the co-op's mean NPV drops byover$4 million: the standard deviation increases
by$800,000; and the probability of a negative NPV goes from 1.2% to 3.7%. Thus,one bad
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year witli uncovered freight in tlie top 10%of the secondaiy marketcosts can dramatically
impact the financial perfonnance ofan elevator.

Wealsostressed margins so that thedistributions forcorn,soybeans andwheatwere in
the lower 25% of thedistributions foreach. Thishad limited impacts on the probability of a
negative NPV occurring (Table 5). Theaverage NPVdeclined by$l.9-$2.5 million, and the
standard deviation of NPV declined by$104,000 to $237,000. Similarly, when we stressed
margins inyear I to the lowest 10% of thedistributions forcorn, soybeans andwheat, the
averageNPVdeclined byS2.5 millionto $3.2 million. Standarddeviationsdeclined by
$103,000 to$251,000. Restricting margins to the lower 10% of distributions did impact the
probability ofa negative NPV forthecorporate and risky co-op cases. Thenon-risky corporate
probability ofa negative NPV increased from 0.4%to 3%,and the risky co-op increased from
1.2%to 2.3% (Table 6).

Table 4. Results for the Simulation Model, Unstressed and Freight Stressed, in Year 1 ($).
Unstressed Freight Stressed in Year 1 .

Co-op-
Fixed

Corp-
Fixed

Co-op-Risk Co-op-
Fixed

Corp-
Fixed

Co-op-Risk

Mean 16,854,099 7,026,782 16,669,083 16,108,239 6,454,111 12,630,695
Std. Dev. 3,561,601 2,735,160 6,092,479 3,600,321 2,770,929 6,896,045
ProbNPV

Negative 0.02% 0.4% 1.2% 0.03% 0.7% 3.7%

TornadoGraph: Rangeof
Input Draws from Year I-'

legression Coefficientsfor the Sensitivityof Resultsto Random
Year 10

Most

Important
Wheat

Margin
.34-.20

Wheat

Margin
.34-.20

DCV

-.33 to-.19

Soybean
Margin
.I3-.08

Soybean
Margin
.I3-.08

Wheat

Margin
.20-. 12

Corn

Margin
.II-.07

Corn

Margin
.II-.07

Soybean
Margin
.08-.05

DCV

-.10 to-.06

DCV

-.10 to-.06

Corn

Margin
.07-.04

Least

Important
Volume

Handled

.06-.04

Volume

Handled

.06-.04

Volume

Handled

.04-.02
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Tables. Re

Lower 25%
•suits for the Simulation Model, Unstressed and Margins Stressed, in Year 1to
of Distribution ($)

Unstressed
Margins Stressed in Year 1 to Lower

25%
Co-op-
Fixed Corp-Fixed Co-op-Risk

Co-op-
Fixed Corp-Fixed Co-op-Risk

Mean 16,854,099 7,026,782 16,669,083 14,3424,90 5,103,322 14,145,889
Std. Dev. 3,561,601 2,735,160 6,092,479 3,324,397 2,554,617 5,988,536
Prob NPV

Negative 0.02% 0.4% 1.2% 0.03% 1.8% 1.9%

Table 6. Results for the Simulation Model, Unstressed and Margins Stressed, in Year 1to
Lower 10%ofdistribution ($)

Unstressed
Margins Stressed in Year 1 to Lower

10%
Co-op-
Fixed Corp-Fi.xed Co-op-Risk

Co-op-
Fixed Corp-Fixed Coop-Risk

Mean 16,854,099 7,026,782 16,669,083 13,655.270 4.576,788 13,451,800
Std. Dev. 3,561,601 2,735,160 6,092,479 3,310,809 2,544.649 5,989.334
Prob NPV

Negative 0.02% 0.4% 1.2% 0.03% 3.00% 2.30%

Conclusions and Recommendations

Grain and oilseed growers confront numerous risks. One of the uncertainties relates to
the risk that buyers may become insolvent, ultimately resulting in losses for the grower. Most
states, including North Dakota, have mechanisms that partially protect against these losses.
However, the grain market has changed drastically, giving rise to increased risks. These
mechanisms serve to protect grain sellers against default by the grain buyer. These mechanisms
include requiring buyers and storage facilities to be licensed and to have bond coverage. The
purpose ofthis report is to document risks to growers and the mechanisms used to mitigate the
risks related to buyer default.

Risks confronting growers: Growers confront anumber ofrisks when selling grains and
oilseeds. First, growers are becoming larger operators. The average farm size increased from
1,387 acres in 1991 to around 2,000 acres from 2007 forward. The mix ofcrops planted has
shifted toward higher production ofcom, soybeans, canola and durum wheat and away from
barley, sunflowers, spring wheat and winter wheat. Along with recent increases in price levels
and volatility for most agricultural commodities, the combination ofthese changes has resulted
in the value ofgross receipts for an average farmer increasing dramatically and being subject to
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higher variability. Estimated gross receipts per farm grew from about $100,000 in 1991 to
$803,35! in 2012.

The grain elevator industry is also experiencing trends toward consolidation and
concentration into larger shuttle loading facilities with higher volumes handled. Notably, the
elevator industry in North Dakota is larger in capacity and volumes handled, and the volumes
handled arebecoming more concentrated at large shuttle facilities.

Mechanisms in North Dakota: Mechanisms exist in NorthDakota (and in moststates) to
protect growers against buyer default. The purpose ofthese mechanisms is to protect grain
sellers against default by the grain buyer. North Dakota has two basic programs to deal with
buyer defaults. The first program includes a licensing and bonding program for grain
warehouses and for grain buyers. These mechanisms require warehouses and grain buyers to be
licensed and to submit a bond which isdependent on the rated storage capacity ofthe warehouse
and on the 3year average sales volume for grain buyers. The second program isthe North
Dakota grain insurance fund which provides coverage for credit sales (which are not covered by
the grain buyer's bond). The North Dakota grain insurance fund, orcredit-sale indemnity fund,
was established in 2003 to cover credit sales deferred for more than 30 days.

TheNorth Dakota Indemnity fund has a maximum farmer payout. The farmer's payout
limit is more limiting now than in 2003 when the Indemnity fund was created. The average
claims paid from the indemnity fund per insolvency suggest that this issue has not been a big
issue yet, although ithas impacted claims for one ofthe recent insolvencies. The size ofclaims
per insolvency on the Indemnity fund has increased, with the largest claims being the most recent
ones. Thebalance for the Indemnity fund iscurrently around $4.5 million, butthebalance could
drop to around $3.6 million orlower depending on outcomes from the unresolved insolvencies.

When comparing programs in other states, most states either have an indemnity fund or
warehouse/grain buyer bonding. States that focus on corn and soybeans tend to have indemnity
funds while more traditional wheat producing states tend toward bonding programs. Only two
statesdo both (North Dakota and Oklahoma).

Most other states with bond funds apply the bond toa proportion of thevalue of grain
handled (value * volume) over the last three years. North Dakota calculates the bond value
based on storage capacity. Discussions about changing North Dakota's bond schedule have
included moving toa3 year average based on either the volume orvalue ofgrain handled.

Changes for bond funds have also included handling dry bean facilities/buyers and
processors differently than other grain handlers. Colorado and Wyoming apply higher bonding
requirements for dry bean facilities than other grain handlers. In Colorado, there isabout a
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threefold increase in the bonding level required for adry bean facility than asimilar sized facility
that handles other grains. Processors, primarily ethanol producers in North Dakota, can have
much higher turnover rates than country elevators, suggesting that there might be a higher risk
for a given storage level for a processor than for a country elevator.

Mechanisms in other slates that do notexist inNorth Dakota'. Most other states base bonding
requirements on a proportion ofthe average value ofgrains handled in the last 3 years. Several
other statesalso require a bond on net worth to covershortfalls below 25%. South Dakota
appears more proactive in this area, requiring within year reporting for financial conditions and
imposing legal requirements on elevators to report net worth issues within the year. Many states
with bonding programs also require anadditional bond tomake up shortfalls in net worth below
a minimum (usually25%).

Ohio modified its indemnity program in2013 and made farmers first in line for
bankruptcies. This change isbeing watched by Ohio and other states because itmay have
adverse impacts on elevator borrowing.

Risks confrontinyi devatorsin North Dakota: A couple of results areshown todepict the risks
of elevator failure. Oneof these is from e.xisting studies, and theother one isa model we
developed to illustrate these risks in North Dakota.

The RMA publishes annual studies, by industry, on the probability of bankruptcy (RMA,
2014). Projections for the probabilities of 1and 5 yearbankruptcies were estimated for the
wholesale grain and field bean wholesalers inthe U.S. These indicated the distribution of I year
default probabilities wasgenerally less than 1% for 2003/04 to 2012/13, except for the 3 years
from 2007/08 to 2009/10. In2008/09,25% of the I yeardefault probabilities would be lower
than 1.75%; 25% would be between 1.76and 3.75%;25% would be from 3.75 to 7.36%;and
25%would beover 7.36%. Five year estimated default rates show thesame pattern, with most
years from 2003/04 to 2012/13 below 8%. The distribution for 5 yeardefaults in2008/09 being
25% would be less than 7%, 25% from 7% to 11%,25% from 11% to 20% and 25% above 20%.

We also developed a model to quantify and illustrate the prospective risks of failure for a
representative grainmerchandiser (co-op andcorporate) in North Dakota. Themodel was used
to illustrate the effect of risk and stresses on profitability. The model analyzed the impacts of
overall risks on profitability as well as the impact of the recent rise insecondary freight costs on
grainelevators. The base casesuggested that the probability of negative NPV's was in thearea
of .02% to 1.2%. Stressing theparameters for freight costs reduced themean NPV byover$4
million; thestandard deviation increased by800,000; andthe probability of a negative NPV went
from 1.2% to 3.7%. Thus, onebad year with uncovered freight in thetop 10% of the secondary
market costs at the beginning of a 10-year time horizon can dramatically impact financial
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performance ofan elevator. These results showed thatfreight management canhave a
significant impact onelevator profitability.

Recommendationsforfurther review and/or anaiysis: The purpose ofthisstudywas to identify
the changes inrelevant risks thatconfront grain andoilseed producers inNorth Dakota and to
assess theadequacy of mechanisms designed to mitigate these risks. Theintent wasnotto
prescribe specific changes but» rather, to identify those areas worthy of consideration for
legislative changes toassure protections for growers. Itappears that the most important
considerations for North Dakota include:

1) Increasing themaximum payment from the indemnity fund. Currently, the fund pays
80%of theclaims, uptoa maximum of $280,000 perproducer.

Given theincrease in producer size, production and market volatility, this value is
probably inadequate. Indeed, given current market parameters, the maximum would have
to increase to provide equivalent coverage as originally intended bythismechanism.

2) There are several recent insolvencies that could potentially lower theIndemnity fund
balance to near $3.6 million, which is much less than earlier minimum levels at which
assessments would be re-imposed.

3) Re-evaluating thestructure of the mechanisms. Alternatives include considering
• Value of the commodity. Currently, the mechanisms in North Dakotaare basedon

storage capacity (or sales).
• Whether to use indemnity funds or bonding, or to use both. Currently, NorthDakota

is one of the few states that uses both methods.

• Adding netwoith requirements. Typically, minimum networth requirements are
imposed and anadditional bond is required to make up thedifference for shortfalls.

• Therelationships between claims and indemnity fund min/max suggest that, if
average payouts for claims increase, then minimums and maximums for the
indemnity fund would likelyneed to increaseto be consistentwith other states.

4) Diy beans: Thiscrop hasgreater risks than othercrops. Other states' bonding
requirements for dry beansare much greaterthan those in North Dakota.
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Figure AI. Relationship Between Average Claims Paid per Failure and Minimum Indemnity
Fund.
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Figure A2. Relationship Between Average Claims Paid perFailure andMaximum Indemnity
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AppendixC. Volatility of Monthly Prices by Crop
.
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Barley |

Appendix Figure C1. Volatility ofMonthly Prices Received by Growers, Barley, North
Dakota, 1990-2013.

Dry Beans i

> 0.3

Appendix Figure C2. Volatility ofMonthly Prices Received byGrowers, Dry Beans, North
Dakota. 1990-2013.
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Appendix Figure C3. Volatility of Monthly Prices Received by Growers, Corn, North Dakota,
1990-2013.

0.35

> 0.2

> 0.15

I I

Appendix Figure 04. Volatility of Monthly Prices Received by Growers, Soybeans, North
Dakota. 1990-2013.
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Sunflower'
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Appendix Figure C5. Volatility ofMonthly Prices Received by Growers, Sunflowers, North
Dakota. 1990-2013.

'S 0.3 Wht Spnng

Appendix Figure C6. Volatility ofMonthly Prices Received byGrowers, Hard Red Spring
Wheat, North Dakota, 1990-2013.
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Appendix Figure C7. Volatility of Monthly Prices Received by Growers, DurumWheat,
North Dakota. 1990-2013.
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Appendix D. Simulation Model Description and Assumptions

Astochastic simulation model for agrain merchandiser (co-op and corporate) was
modeled to illustrate the effect ofcertain stresses on profitability. Astochastic simulation model
from McKee, Wilson and Dahl (forthcoming) was adapted for aco-op and corporate structure
representative ofaNorth Dakota firm. This model simulated profitability ofaNorth Dakota
cooperative or corporate firm where distributions for volume handled and gross margins were
random.

Volumes handled for corn, soybeans and wheat were defined as representative ofaNorth
Dakota shuttle elevator handling 17 million bushels per year, on average, but ranging from 15.3
to 18.7 million bushels per year. Volumes per crop were estimated as the proportion ofgrain
handled by elevators in Crop Reporting District 5(CRD5) for com (48%), soybeans (34%) and
wheat (19%), respectively, and were estimated from Vachal and Benson (2013) for 2012/13.'-
Distributions for the gross margins were determined based on industry contacts.

Appendix Table DI. Parameters for Gross Margin Distributions for a Representative North
Dakota Elevator.

Minimum Most Likely Maximum
Corn $0.10 $0.25 $0.40
Soybeans $0.12 $0.30 $0.60
Wheat $-0.20 $0.35 $2.00

Rail costs (tariffand fuel service charges) were assumed to be contained in the gross
margin calculations. However, shuttle premiums were modeled based on the secondary car
markets for daily car values (DCV). These DCVs were either added to the gross margins, if
DCVs were negative, orsubtracted from gross margins, ifDCVs were positive, implying a high
cost for shuttle rail freight. Distributions for DCVs were estimated from Tradewest Brokerage
Co. (Various) from 2006 to 2014. Primary car values were obtained from BNSF (2014), and
distributions were estimated from 2006 to 2014.

The model was run representing both a cooperative firm, and a corporate firm. Three
cases were simulated. The first assumed that acooperative elevator managed freight as part of
its operations, so freight was assumed to be limited in variability (co-op-fixed). The second
represented acorporate elevator that also was assumed to manage freight operations, so freight
was limited in variability (corporate-fixed). The third assumed acooperative elevator where
freight was not covered and had to be procured for all shipments in the secondary market (co-op-
risky). Freight was assumed to be from loglogistic distributions for all three models. However,

" Volumes of corn and soybeans shipped from CRD5 are only reported in Vachal and Benson (Various) for the
most recent year available, 2012/13. Volumes forstatelevel shipments ofcorn, soybeans and wheat since
2006/07 2012/13 reveal large shifts in shipments from wheat toward corn and soybeans.
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fortheco-op-fixed andcorporate fixed models, distributions hadmeans of.0! c/bu.anda
standard deviation of.026 c/bu. The thirdcase,co-op-risky, hada mean of .01 c/bu.anda
standard deviation of.14c/bu. This result wasderivedutilizing fittingweeklyobservations for
secondary market valuesfor freightfrom 2006 to 2014 (Tradewest Brokerage Co., Various).

The models weresimulated 10,000times,at whichtime resultsconverged to within
stopping criteria. Then,year 1distributions for freightwere stressed, assumingthat valueswere
in the top 90%ofthe assumed distributions.
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NDGDA Comments-Proposed licensing changes Decembe
•nmNmth Ddcom Omin D»I»s

"««points reeamlog the immotod licmsing
changes.

. The proposed ehanges ^oU mmot/e «;•»Ss1!f£";S^f

pose aproblem for bond agencies and anew bond
Lst process the increases. Any change
regardless of the that fall into"bands" and implementing apercentage I ^ ^^fv^-ntiires between two

.HSSS=ES%-H-
u^SfoLurpen^z?^^^^^ that are among the financially strongest in
The'DroDoTed rules would offer abond reduction for those facilities willing• mL7SJ.«ionp=lio,shod.,a«jh.45d.ysc„^^^^
law We don't see this being implemented widely in the industry. Here isSToilTAo =lev«o,.h« hss .mp^t, of I*™

and how much time would be involved for such acompliance check.
17 GE-14-763 Filed 12/15/2014 Pages: 2

Testimony
North Dakota Grain Dealers Association



• The proposed rule changes would increase theamount ofthemaximum bond
from 1.5 million to 2million. May impact a few elevators. Probably won't
be aproblem for those that itwould impact.

• The proposed rule changes would increase the amount ofbond required by
roving grain buyers. Don't see aproblem with this requirement. May not
affect many members.

Qosing comments: As stated earlier, NDGDA wants astrong and healthy
industry and will support changes that will promote that, but we also believe the
system we have in place works. The question we would ask is this: Would any of
these changes have prevented any ofthe insolvencies that have happened in the
past 10 years? Ifnot, then why make any ofthese changes?
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U.S. Durum Growers Association
mOMOrtS'G THE PRODUCTION/IS'D AUKKETING OFDURUMAND SEMOLINA

P.O. Bo.\1091 • Bi.smarck,ND 58502 • (701)214-3203
onicc^cluruingrou'crs.coin • u'vnv.tluruingrowcrs.coin

Testimony of Russell Doe
Chairman, US Durum Growers Association

In Support of Proposed Amendments to the Bond Rules
December 15, 2014

Chairman Kalkand Commissioners Christmann and Fedorchak, my name is

Russell Doe, and Iam here today as a farmer from southwest North Dakota as well as

the chairman of the US Durum GrowersAssociation (USDGA). On behalf of the

USDGA, Iwould like to voice support ofthe proposed amendments to the bond rules.

The purpose ofthe USDGA is to promote the production and marketing ofdurum

wheat and semolina, and lobby on domestic policy issues that affect the durum

producer. Our mission is to increase the profitability ofdurum production through

effective domestic poiicy development and promotion, and coordinated communication

and educational outreach.

Recognizing the increasing value of commodities and volatility of markets, the

US Durum Growers Association partnered with the North Dakota Corn Growers

Association and the North Dakota Soybean Growers Association to co-fund a studyby

Dr. Wiiliam Wilson and Bruce Dahl of the Department ofAgribusiness and Applied

Economics at North Dakota State University. The purpose ofthe studywas to identify

thechanges in relevant risks that confront grain and oilseed producers in North Dakota

and to assess the adequacy ofmechanisms designed to mitigate these risks. Thestudy

found that the increase in commodity prices and the increased cost and value of inputs

has led to an increase in volatility in recent years. Also, theestimated gross receipts

18 GE-14-763 Filed 12/15/2014 Pages; 2
Testimony
U.S. Durum Growers Association

Russell Doe
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per farm In 1991 were $100,000, compared to $803,351 in 2012. It Is no secret that

today's producers are facing much higher risks than ever before.

The US Durum Growers Association issupporting theproposed amendments to

the bond rules as It will provide additional protection for durum producers In our nation's

number one durum producing state. North Dakota. Based on conversations with local

elevators, USDGA understands the proposed changes would not be significantly cost

prohibitive for elevators and that the revisions specifically target those facilities with the

most liability and vulnerability. In a time when high-priced commodities and volatile

markets place extreme risk on producers, our organization recognizes the proposed

rules asa step In the right direction toward better protecting grain producers.

We appreciate your time and would stand for any questions you may have.



December 15,2014

ri
North Dakota Ethanol Council

North Dakota Public Service Commission

600 E.Boulevard, Dept. 408
Bismarck, ND 58505-0480

Re: Proposed Amendments to GrainWarehouse and Grain BuyerBonds

Dear Commissioners Kalk, Christmann, and Fedorchak:

On behalf of North Dakota's ethanol industry,the North DakotaEthanol Council (NDEC) would liketo
express its neutral position on the proposed amendments to the grain warehouse and grain buyer
bonds. We appreciate the work the Public Service Commission(PSC) Isdoing to ensure a balance
between protecting North Dakota agricultureproducers and providing affordable bondingfor the state's
ag processors, which are adding value to North Dakota commodities.

We recognize the need for change given recent insolvencies and do not feel the proposed amendments
will put a significant financial burden on the state's ethanol plants. However,we also are not confident
this solution provides the level of protection needed for producers given the value of today's
commodities and volatility of the markets. At the same time, the cost to ensure 100 percent bonding
coverage in every scenario may not be cost-effective for businesses and may be a barrier for processors
considering locating in the state. As the Commission explores this important topic, we would be happy
to participate in consideration of other possible enhancements to improve the outcome in the case of
an insolvency.

Please feel free to contact us for additional information or Deana Wiese, executive director, at 701-355-

4458 or clearone@btinet.net.

Sincerely,

JeffZueger

North Dakota Ethanol Council Chairman

Blue Flint Ethanol

Underwood, ND
701-442-7501

jzueger@midwestagenergy.com

Gerald Bachmeier

Red Trail Energy, LLC
Richardton, ND
701-974-3308

gerald@redtrailenergy.com

Neil Crocker

Hankinson Renewable Energy
Hankinson, ND
701-242-9420

neil__crocker@hankinsonre.com

Ryan Thorpe

Tharaldson Ethanol Plant

Casselton, ND

701-347-4000

rthorpe@tharaldsonco.com

n
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Richter, Susan K.

From:

Sent:

To:

Cc:

Subject:
Attachments:

r O

SteveStrege <sdstrege@gmail.com>
Monday, December IS, 201410:51 AM
Kalk, Brian P.; Christmann, RandelP.; Fedorchak, Julie L.; Nitschke, Darrel! P.;Jeffcoat-
Sacco, Illona; Richter, Susan K.
sletcher@ndgda.org; CheryaiWelle; Sue Benson
SteveStrege commentson PSC licensing rulemaking GE-14-763
Steve Stregecomments on PSC Case GE-14-763 Licensing Rulemaking.docx

Ladies and Gentlemen,
Some old geezers keep on talking even after they retire.

1hope to connect and watch the hearingthis aftemoon.

Regards and Merry Christmas to all.

Steve

11 GE-14-763
Comments

Steve Strege

Filed: 12/15/2014 Pages:3
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RE: ND PSC Case No. GE-14-763 Licensing Rulemaking .
Comments ofprivate citizen Steve Strege

December 15,2014

Thesecomments draw on my 37+ years ofexperience(1976-2014) working for the North
Dakota Grain Dealers Association (NDGDA), but they are my personal comments as a
private citizen. Discussions between the PSC andNDGDA leading up to this rulemaking
beganprior to my May 31,2014 retirement so I feel a part of it. Readers may have heard
me say some of this before. However, no implication is made that these conunents
represent or are in agreement or disagreement with NDGDA.

Those 37+ years included almost36 years being a licensedND insurance agent writing
grain warehouse bonds through the NDGDA agency. I hope this background will be
helpful regarding this matter. Over those years it was my pleasure to be part ofa
collaborative effort by about a dozen Commissioners, numerous PSC staffpersons,
legislators, NDGDA and other industry participants in building up and promotinga
reliablegrain handling system to serve farmers, customers and the state. I anticipate that
cooperation will continue.

Ifvou are going to increase bonds I stronglv suggest vou stick with the bond amount

brackets in 69-07-02-02 instead of going to the proposed per bushel calculation. The per
bushel calculation of 50 cents or 65 cents per bushel would mean a bond increase process
for the elevator, its bond agent, the bonding company and the PSC for as little as a one
bushel capacity increase. You don't want that. It's possible your own inspectors might
measurea bin on two separateoccasionsand come up with slightlydifferent capacities.
Under a per bushel calculation rule any increase would trigger a bond increase process.
Instead, ifyou are going to 65 cents per bushel on newer businesses, simply add another
column to the table with a 30% increase in the bond amount. For example, the 175,001
through 200,000 bushel bracket would have a column with the current bond amount of
$100,000 if licensed seven years or more and a new column for those licensed less than
seven years with a bond amount of$130,000. For licensees over 500,000 bushels you
could keep the $5000 bond for every additional 25,000 bushels for those in business
seven years or longer and go to $6500 bond for every additional 25,000 bushels for those
in business less than seven years.

It appears the proposal to require more bond of those whose handle exceeds seven times
licensed capacity is aimed at processors. A review of insolvencies reveals some
processors have been problems. But so too have been specialtyand organic operations.
The type ofcrops being handled might be a better indicator than volume ofa higher
potential for problems. The most recent insolvency ofan otherwise common farmers
elevator involved a specialty crop. I don't have a silver bullet solution for you, but the
type ofcommodity and breadth of its market is an issue. In contrast, markets for more
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common crops are more established, broader, always open and most have futures market
protection mechanisms.

The current45 days scale ticketconversion deadline used to be 30 days. I was involved
in industry discussions withPSCthat resulted in adding thoseadditional 15days. I think
you couldadd moredaysandstill findsometickets goingpast the newdeadline. Some
farmers don't wantto make a decision until the lastpossible moment, and then some.
And someelevator managers, responding to the requests oftheircustomers,
accommodate thatprocrastination. 1doubt ifchanging the required bond amount because
ofthe elevator's scale ticket conversion policywillaccomplish muchmorethanadding
confusion to the code. I wouldn't do that if I wereyou. Ifthis is a critical issue then
moreeducation and rethinking enforcement maybe necessary.

I wish you well in your deliberations and consultations.

Respectfully submitted,
Steve Strege
3243 37th AveS

Fargo,ND 58104



Hamre, John G.

From:

Sent:

To:

Cc:

Subject:
Attachments:

n

jfyhrie@otpco.com
Friday, December12,2014 9:50AM
Nitschke, Darrell D.;Hamre, John G.

bgerhardson@otpco.com
FW: PSC proposed Rules
PSC Proposed Ruies.pdf

n

Mr. Darrell Nitschke and Mr. John Hamre,

Otter Tail Power Company does not oppose any of the proposed amendments or changes to the rules inCasesGS-
14-761, AD-14-762, and 6E-14-763. However, Otter Tail would like to offer two administrative recommendations

to the Commission's proposal to rules in Section 69-02-09, which is part of Case No.AD-14-762.

Specificallyaddressing pages 12 and 20 of the attached PSC Proposed Rules PDF regarding Chapter 69-02-09.

• Recommend adding a line item to list of rules for the added Section 69-02-09-13 as follows:
o 69-02-09-13 Information filed under Sections 69-09-0512 and 69-09-05-12.1

• Section 69-02-09-12 - Except for information filed under Section 69-02-09-14. Whenwhen a case...

o We believe this number should be 69-02-09-13 not 69-02-09-14

Thank you for considering these recommendations.

Jess

Jessica Fyhrie j Otter Tail Power Company
Regulatory Compliance Specialist
(218) 739-8395
lfvhrle@otpco.com

This e-mail may include confidential or privileged mformiUion if ih.is i-; not iinendod for your use. please destroy irnrnediately and
contact the sender of this message.

From: Hamre, John G. rmaHto:lQhamre@nd.Qov1
Sent: Monday, November 10, 2014 4:04 PM
To: Thomas D. Kelsch ftdkelsch@kelschlaw.com): Matt Loftusfmatthew.D.loftus@xcelenerav.com); David Moeller
fdmoeller@allete.com): John Mom'son fimorrison@crowlevFleck.com): ZevielSimpser f2slmDser@briaQS.com): Mark B.
Bring fmbrinQ@ottertail.com): derrick@baumstarkbraaten.com: Brian R. Bjella fbbielia@crowlevneck.com): ToddJ.
Guerrero (touerrero@fredlaw.com): Lawrence Bender flbender@fredlaw.com): Beth Wald fbwald@crowlevneck.com):
Dave Sederquist fdave.sederauist@xcelenerav.com): Dave Sederquist fdave.sederauist@xcelenerav.com): Todd J.
Guerrero ftauerrero@fredlaw.com): Gerhardson, Bruce; Jillian Rupnow firuDnow@fredlaw.com): Seth Thompson
fsathomDson@voqellaw.com): KelseyA. Krapp fkkraDD@esattornevs.com): Mitch Armstrong
fmarmstrona@smithbakke.com)
Cc: Jeffcoat-Sacco, Illona
Subject: PSC proposed Rules

Attached are the PSC proposed Administrative Rules.
10 GE-14-763 Filed 12/12/2014 Pages: 2

Comments

Otter Tall Power Company
Jessica Fyhrie

Regards.

10 AD-14-762 Filed 12/12/2014 Pages: 2
Comments

10 GS-14-761 Filed 12/12/2014 Paces: 2
Comments
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John

John O Hume

Service Conimission
]^jB|i^^yep^t408

58505-0480
701-3284279
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Tlifs Iran^lsslbn, emafl and any files transmitted with it. may be: (1) subject tothe Attorney-Client Privilege. (2) anattorney worfc product, or(3) strictlyconlidential
.under^eral.orstatelaw. Ifyou arenottheintended recipient ofthbmessage, you may notuse.cfisdose, pn'nt. copy ordi&eminate this information. Ifyou have
received this transmission in error, notify the sender (only) and delete the message. This message may also be subject to disclosure under the North Dalcota Open
Records Laws.
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Public Service Commission Case No. AD-14-762
Practice and Procedure
Ruiemaking

FiSCAL NOTE

14 January 2015

The proposed rules inthis rules package will have no impacton state revenues
or expenditures.

Prepared by lllona A. Jeffcoat-Sacco, General Counsel, PSC

18 AD-14-762 Filed: 1/14/2015 Pages:i
Fiscal Note

Public Service Commission


